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The Child Tax Credit Leaves Out
Millions of Children in 2026.

There Are Better Alternatives.

By Joe Hughes

The 2025 Trump tax law slightly increased the
Child Tax Credit in a way that benefits virtually none
of the children who most need help.

Last year's tax law, the so-called “One Big Beautiful Bill Act” (OBBBA), includes
among its many provisions a small increase to the Child Tax Credit (CTC), but it
leaves in place many problems with the current credit — namely that it leaves out
many of the poorest children from its full benefits. This and other problems with
the CTC would be eliminated by a bill known as the American Family Act, which
would reinstate and expand upon a version of the CTC that was in effect for one
year during the pandemic.

OBBBA increases the maximum CTC for any child from $2,000 (the level it would
be if Congress had simply extended the tax rules in effect in 2025) to $2,200, but
leaves in place restrictions based on earnings and other income. Notably, the
$2,200 credit level is lower than it would be if Congress had simply adjusted the
credit for inflation in the 2017 tax law that set the amount at $2,000.

While a handful of children are ineligible for the full CTC because their families
are too rich, a much larger number of children are ineligible for the full CTC
because their families are too poor. This is because the part of the CTC that can
otherwise benefit many low- and middle-income families (the refundable portion)
is subject to restrictions that OBBBA left in place and which the American
Family Act would eliminate.
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This analysis of OBBBA's Child Tax Credit provision and alternatives to it finds
that:

Under the American Family Act, no children would be denied the full Child Tax
Credit (CTC) because their families earn too little. Under OBBBA and the rules it
leaves in place, many children are barred from receiving the full credit in 2026,
including:

30 percent of all children in the U.S.

Virtually all (99 percent) of children among the poorest fifth of Americans,
the families who most need help

About 40 to 50 percent of children in Black, Hispanic and Native American
families

About 22 percent of children in white families

A higher share of families with young children

OBBBA's $200 increase in the CTC is poorly targeted toward supporting working-
class families because larger benefits go to families with higher incomes and
smaller benefits go to those with lower incomes. The American Family Act would
have the opposite resulit.

© The largest share of benefits from the OBBBA CTC provision (41 percent)
will go to the richest fifth of Americans, declining for each income group
until it drops to virtually 0 percent for the poorest fifth of Americans.

© The impact of the American Family Act would be the opposite, with the
largest shares going to low- and middle-income children.

© While President Trump's tariff policies are estimated to have raised the
price of the typical family’s baby products by $400 in the first half of 2025,
OBBBA's average benefit is SO for the poorest fifth families with children
and $240 for the middle fifth of families with children.

© Under the American Family Act, the average benefit would be $4,900 for
the poorest fifth of families with children and $2,780 for the middle fifth of
families with children.
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FIGURE 1

Average Child Tax Credit Benefit Under OBBBA
vs AFA by Family Income Group
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Source: Institute on Taxation and Economic Policy, March 2026
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Even if this Congress was reluctant to enact the American Family Act because

of its cost, it could have easily pursued the far cheaper CTC expansion that

was included in a bipartisan bill that passed the House in 2024 and would have
provided far more benefits to low- and middle-income families than OBBBA does.
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The Current Child Tax Credit Leaves Out
Most Children in Lower-Income Families

The Child Tax Credit currently . . . 4o
contains two income restrictions Child Tax Credit Rules and Restrictions

that prevent poorer families from 1child| 2 children| 3 children
receiving the full credit amount. - . .

a e ) Minimum earnings required to
The credit is partitioned into receive CTC $2,500  $2,500  $2,500

two amounts, a non-refundable
Percentage of earnings above

ortion and a refundable portion. 9 9 9
P . P . $2,500 applied to refundable portion = U U
The non-refundable portion is
the amo_unt that famllles_ can Maximum refundable credit $1,700 $3,400 $5,100
use to directly offset their tax
liability. The refundable portion

Maximum total credit $2,200 $4,400 $6,600

is the amount that families can
receive on top of their tax refund
if they have little to no federal
individual income tax liability.

Earnings required to receive full CTC §37200| $42.200 $47.200
for married filing jointly ! ! !
Earnings required to receive full CTC

for head of household 29,200/ 534,200 339,200

Rules that restrict the refundable
portion of the credit result in
smaller total credits for families who have modest incomes — families who typically pay
payroll taxes, excise taxes, tariffs, and many state and local taxes but do not earn enough
to owe much or anything in federal income taxes.

The first restriction is that the refundable portion is limited to a smaller amount per
child than the full credit ($1,700 versus $2,200 in 2026).

The second is that the refundable portion includes an earnings-based requirement
limiting the credit to a fraction of the family’s earnings above $2,500.

To illustrate how these rules work, the maximum CTC allowed for a family with
three children in 2026 is $6,600 (three times $2,200). But the refundable portion

for a family with three children cannot exceed $5,100 because the cap on the
refundable portion is $1,700 per child and multiplied by three, that comes to $5,100.

In practice, a family with three children will often receive even less than $5,100
because of the additional layer of restrictions based on their earnings. For example,
if the family’s earnings are $30,000, then calculating the credit as 15 percent of
their earnings above $2,500 would allow them just $4,125 in tax credits. This is
about one-third less than the $6,600 maximum available to higher-income families.
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A Larger Non-Refundable Credit
Means Many Children are Still Left
Out

As part of OBBBA, Congress and President Trump increased the maximum non-
refundable CTC amount from $2,000 to $2,200 for 2025 and 2026, and indexed
that to inflation for subsequent years. They did not, however, address the limits
on the refundable portion of the credit. While this means that middle- and upper-
income families with children will receive a larger CTC by a few hundred dollars
on average, the lowest-income families will not see their CTC change. The
richest 20 percent of Americans will receive the largest benefit from this change
of any income group in 2026 while the poorest 20 percent will receive nothing.

FIGURE 2

Share of Tax Change from OBBBA
Child Tax Credit Expansion in 2026
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Source: Institute on Taxation and Economic Policy, March 2026

INSTITUTE ON TAXATION AND ECONOMIC POLICY
ITEP.orq 5 I I



The income restrictions mean that children in lower-income households are
significantly more likely to be left out than those in higher-income households.
Ninety-nine percent of children in the poorest fifth of households will receive a
reduced credit or no credit at all. Zero percent of children in the richest fifth of
households will be left out due to restrictions on refundability, though some will
be denied the credit under means test rules established in 2017 because their
families’ incomes are very high.

FIGURE 3

Children Not Receiving Full Credit Due to
Low-Income Restrictions
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Source: Institute on Taxation and Economic Policy, March 2026

Differences in Effect Based on Race
and Ethnicity and Youngest Child Age

While the income restrictions leave out children of all ages and races, children
with certain household characteristics are less likely to receive the full credit
than others. Households with older children are more likely to receive the full
credit than households with younger children. And white and Asian children
are much more likely to receive the full credit than Black, Hispanic, or Native
American children.
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These differences are due to income disparities that persist across racial groups
and child age for numerous reasons.

FIGURE 4

Children Not Receiving Full Credit in 2026 by
Age of Youngest Child in Household
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Source: Institute on Taxation and Economic Policy, March 2026

Among households where the youngest child at home is less than six years old,
38 percent of children will not receive the full CTC in 2026. This contrasts with
27 percent of children in households where the youngest child is 6 or older.

Households with younger children typically have younger parents as well,
meaning the primary income earners are earlier in their careers and earning
lower pay. Additionally, many parents will temporarily exit the paid workforce or
reduce their hours when they have younger children at home.

This means that the current CTC is ill-targeted toward helping children during
the most critical years of development. Childhood development researchers
have long identified ages zero to five as the most important years for long-term
outcomes.!
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Alternative proposals that provide more inclusion and higher benefits for
younger children have been bubbling up from the state level, where 11 of 15
state CTCs are fully refundable, and eight include some degree of tailored benefit
for younger children.?

FIGURE 5

Children Not Receiving Full Credit in 2026 by
Race and Ethnicity
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Source: Institute on Taxation and Economic Policy, March 2026

Due to historical factors, Black and Hispanic families, on average, have lower
incomes than white and Asian families. Centuries of slavery, segregation,
redlining, and exclusion from government programs that helped build wealth
(such as the original Gl Bill and FHA mortgages) left Black families with far

less inherited wealth. The effects of these policies have persisted through
generations, and the income from wealth in affected communities tends to be
lower than non-affected communities. Many Hispanic families also face barriers
tied to immigration and concentration in lower-wage.®
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Other Options for CTC Expansion
Would Have Helped More Children in
Lower-Income Families

While Congressional Republicans ultimately settled on a modest credit increase,
there were other options available that would have helped more lower- and

middle-income families.

One alternative proposal was the American Family Act, which has widespread
support among Congressional Democrats in the House and Senate.*

This bill would remove all refundability restrictions for low-income families and
substantially increase the maximum credit amount while adjusting it annually
for inflation. While all children would be eligible for a much larger credit than
under current law, the credit amount would be highest in the earliest years of a

child’s life.

If this proposal had been

enacted as part of OBBBA,
nearly three-quarters of the
benefit would have gone to

FIGURE 6

Impacts of American Family Act if
Enacted for 2026
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Source: Institute on Taxation and Economic Policy, March 2026
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While Congressional Republicans have shown little interest in that proposal to

date, House Republicans in 2024 voted overwhelmingly in favor of a bipartisan
agreement to increase the maximum credit amount and relax the limits on the
refundable portion of the credit.®

The Tax Relief for American Families and Workers Act, which passed the House

of Representatives with broad support before failing in the Senate, would have
increased the full credit amount each year for inflation. If that bill had passed

$2,200 as included in OBBBA.

then and been extended into 2026, the maximum credit would be the same

More importantly for working-class families, the bill would have loosened
restrictions on the refundable portion of the credit, although it would not have
eliminated those restrictions as the American Family Act would.®’

FIGURE 7

Impacts of Bipartisan Child Tax Credit Expansion if in
Effect in 2026
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Source: Institute on Taxation and Economic Policy, March 2026
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If the administration and Congress had pursued this proposal instead of the

one included in OBBBA, lower- and middle-income families would have received

much larger tax cuts. The average benefit for the poorest fifth of families
with children would be $880 under the bipartisan proposal (compared to SO
under OBBBA) and would be $270 for the middle fifth of families with children
(compared to $240 under OBBBA).

FIGURE 8

Impacts of Bipartisan CTC Expansion if in Effect in
2026 for Families with Qualifying Children
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Other Restrictions in OBBBA Leave

Out Millions of Children Based on
Parents’ Immigration Status

This analysis does not account for restrictions added to the CTC that leave out
children based on their immigration status, but other analyses have shown up to
2.7 million children might lose access to the credit due to these policy changes.
Prior to OBBBA, children were required to have Social Security Numbers (SSNs)
to be eligible for the CTC. A new restriction in OBBBA requires not only the child
but also at least one parent or guardian to have an SSN.

As ITEP has previously reported, undocumented immigrants, who work and pay
taxes despite not having an SSN, paid nearly $100 billion in federal, state, and
local taxes in 2022.2

FIGURE 9

States With the Most Children Who Would Lose Child
Tax Credit Eligibility if Parents/Guardians Are Required
to Have Social Security Numbers

Number of children
with SSns who would

State lose CTC eligibility
U.S. Total 4,511,000
California 910,000
Texas 875,00
Florida 247,000
New York 226,000
lllinois 196,000

Source: Produced jointly by the Center for Migration Studies, the Center on Poverty and Social Policy,
and the Institute on Taxation and Economic Policy. Based on an analysis of 2022 American Community
Survey data retrieved from IPUMS USA, University of Minnesota (www.ipums.org).
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State-by-State Appendices

. State-by-state data on Child Tax Credit changes in One Big Beautful Bill
Act vs. proposed American Family Act

. State-by-state data on children left out of full Child Tax Credit under
One Big Beautful Bill Act in 2026
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https://itep.sfo2.digitaloceanspaces.com/Child-Tax-Credit-Changes-in-One-Big-Beautful-Bill-Act-vs.xlsx
https://itep.sfo2.digitaloceanspaces.com/Children-Left-Out-of-Full-Child-Tax-Credit-Changes-under-OBBBA.xlsx
https://itep.sfo2.digitaloceanspaces.com/Children-Left-Out-of-Full-Child-Tax-Credit-Changes-under-OBBBA.xlsx
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