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The Earned Income Tax Credit (EITC)

EITC Amount by Income for2021 Number of Qualifying
Children

credit amount ($)
. 3 or more children

$7,000 - $6,728
. 2 children
$6,000
| child
$5,000 . no children
prior to ARPA

$4,000

unmarried phaseout

s3000 . M/ SO NN\ e married phaseout
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Source: CRS calculations based on IRC §32 and IRS Revenue Procedure 20-45.

More information: The “Childless” EITC: Temporary Expansion for 2021 under the American Rescue Plan Act
https://crsreports.congress.gov/product/pdf/IN/IN11610




The Earned Income Tax Credit (EITC)

"Childless" EITC Amount by Income for 2021
Prior Law and American Rescue Plan Act of 2021 (ARPA; P.L. 117-2)

credit amount ($)

$2,000
51 500 ARPA 1,502
unmarried phaseout
$1,000
----------- married phaseout
5500 | /T
prior law
$0 -

$0 $5,000 $10,000 $15,000 $20,000 $25,000
Earned income

Source: CRS calculations based on IRC §32, IRS Revenue Procedure 20-45,and P.L. 117-2.

More information: The “Childless” EITC: Temporary Expansion for 2021 under the American Rescue Plan Act
https://crsreports.congress.gov/product/pdf/IN/IN11610




The Earned Income Tax Credit (EITC)

Key Characteristics of the EITC Under Selected Laws, 1975-2009

P.L. 94- P.L. P.L. P.L. P.L. P.L. P.L. P.L.
12 95-600 98-369 99-514 101-508 103-66 107-16 111-5
1975 1978 1984 1986 1990 1993 2001 2009
Maximum statutory credit $400 $500 $550 $800 one, none, same 0-2,
for eligible taxpayers Enacting $1,057 $323 same
including variation based legislation two or one, 3or
on the number of qualifying more, $2,152 more,
children? $LIA  foor $4,001
more,
$3,556
Credit Formula Based
on:
Earnings X X X X
Number of Children
(i.e., credit based in part on
family size)
Marital Status X X
Credit Available to X X X
Childless Workers
Credit Adjusted Annually X X X X X
for Inflation

Source: CRS analysis of Internal Revenue Code (IRC) § 32, P.L. 94-12, P.L. 95-600, P.L. 98-369, P.L. 99-514, P.L.
101-508, P.L. 103-66, P.L. 107-16, P.L. 111-5.

Statutory amounts do not reflect annual adjustments for inflation.

More information: The Earned Income Tax Credit (EITC): How It Works and Who Receives It
https://crsreports.congress.gov/product/pdf/R/R43805




The Earned Income Tax Credit (EITC)

Distribution of Total EITC Dollars by Number of Qualifying Children, 2018
Three or More

One Qualifying Child 35%

No Qualifying Children . 3%

Source: Congressional Research Service, based on data from the Internal Revenue Service, Statistics of Income, SOI Tax
Stats-Individual Statistical Tables by Size of Adjusted Gross Income, Table 2.5.

Notes: Percentages may not sum to 100% due to rounding. Total EITC for 2018 was $64.9 billion.

More information: The Earned Income Tax Credit (EITC): How It Works and Who Receives It
https://crsreports.congress.gov/product/pdf/R/R43805




The Earned Income Tax Credit (EITC)

FIGURE A.7, EITC Participation Rates by Number of Qualifying Children, TY 2016

Qualitying Children Eligibles Particpation Rate Estimate Margin of Error
0 65% 2%

7,347,000
1 7,204,000 86% 1%
2 5,219,000 85% %
3 3,098,000 82% 2%
Total 22,868,000 78% 1%

Source: TY 2016 EITC Participation-Census Report

FIGURE A.8, EITC Returns by Type of Earmned Income and Number of Forms W-2 Jobs, Tax Year 2017

Dar of Retu Der o d duals H DONArs

D ONS DA NO

W-2 Income Only 190 226 $441
One W-2 Job 10.7 129 $24.0
>1 W-2 Job 82 9.7 $201

W-2 and Self Employment (SE) Income 40 54 $117
One W-2 Job + SE Income 24 33 $6.8
>1 W-2 Job + SE Income 16 23 $4.9

Self Employment Income Only 3.0 38 $79

Other earned Income Besides Sch. C or Sch. F. 03 04 s0.8

Total 26.2 324 $64.6

Source: IRS, COW, IRTF and Information Returns Master File for Tax Year 2017 as of opcle 204913 (June 2019). EITC after math error processing.

Source: National Taxpayer Advocate, Earned Income Tax Credit, Special Report to Congress, Volume 3.
Table A.5.




The Earned Income Tax Credit (EITC)

Number of Tax Returns with the EITC and Average EITC per Return by Adjusted
Gross Income (AGI), 2018

Average credit ($)

$4,282
$4,038
$2,508
$1,564
$1,344
5511 |

<$5K  $5K-  $IOK- S$ISK- $20K- $25K- $30K- $35K- $40K- =$45K
$10K $15K $20K $25K $30K $35K $40K $45K
Adjusted Gross Income (AGI)

Millions of Returns

3.7

- 7

<$5K  $5K-  SIOK- $I5K- $20K- $2BK- $30K- $35K- $40K - =2$45K
$10K $15K $20K $25K $30K $35K $40K $45K
Adjusted Gross Income (AGI)

Source: Congressional Research Service, based on data from the Internal Revenue Service, Statistics of Income, SOI
Tax Stats-Individual Statistical Tables by Size of Adjusted Gross Income, Table 2.5.

More information: The Earned Income Tax Credit (EITC): How It Works and Who Receives It
https://crsreports.congress.gov/product/pdf/R/R43805




The Earned Income Tax Credit (EITC)

Distribution of Total EITC Dollars by Marital Status and Number of Qualifying
Children, 2017

Billions of $
6.3
38
married
. unmarried 5.6
0-3 .
No Children One Child Two Children Three or More Children

Source: National Taxpayer Advocate, Earned Income Tax Credit, Special Report to Congress, Volume 3.
Table A.5.

More information: The Earned Income Tax Credit (EITC): How It Works and Who Receives It
https://crsreports.congress.gov/product/pdf/R/R43805




The Child Tax Credit

Child Credit Amount by Income in 2021 Before and After ARPA
Unmarried Taxpayer with One Young Child

Credit amount ($)
$4.000 - 0 Maximum Benefit | When income is less than $112,500, the

ARPA credit equals $3,600.
© ARPA Phaseout | At $112,500 ofincome,
the $3,600 young child credit begins to phase
$3,000 - E down to the $2,000 credit amount. The
: $1,600 in additional credit is completely
phased down (and the credit thus equals
Pre-ARPA $2,000) when income is $144,500.
(prior law)
$2,000 -
© TCJUA Phaseout | At
$200,000 ofincome, the
$2,000 child credit
begins to phase down
$1,000 - to $0 (same as prior
law). The credit equals
$0 when income is
$240,000.
$O T T T t T
$0 $50,000 $100,000 $150,000 $200,000 $250,000

Income

Source: CRS calculations based on Internal Revenue Code §24 and PL. | 17-2.

More information: The Child Tax Credit: Frequently Asked Questions (FAQs) About the Child Credit for 2021 as Expanded by the
American Rescue Plan Act of 2021 (ARPA; P.L. 117-2) https://crsreports.congress.gov/product/pdf/R/R46900




The Child Tax Credit

Child Credit Amount by Income
Married Couple with One Young Child

Credit amount ($)

$4,000 -
$3,000 -
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$1,000 -
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$0 -
$0 $100,000 $200,000 $300,000 $400,000
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More information: The Child Tax Credit: Legislative History
https://crsreports.congress.gov/product/pdf/R/R45124




The Child Tax Credit

Child Credit Amount by Income
Married Couple with One Young Child

Credit amount ($)
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More information: The Child Tax Credit: Legislative History
https://crsreports.congress.gov/product/pdf/R/R45124




The Child Tax Credit

Child Credit Amount by Income
Married Couple with One Young Child

Credit amount ($)
$4,000 -
$3,000

$2,000 -

$1,000 -

JGTRRA (2003)
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. J]TRA (1998) \
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More information: The Child Tax Credit: Legislative History
https://crsreports.congress.gov/product/pdf/R/R45124




The Child Tax Credit

Child Credit Amount by Income
Married Couple with One Young Child

Credit amount ($)

$4,000 -
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More information: The Child Tax Credit: Legislative History
https://crsreports.congress.gov/product/pdf/R/R45124




The Child Tax Credit

Child Credit Amount by Income
Married Couple with One Young Child

Credit amount ($)

$4,000 -
$3,000 -
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r/ TCJA (2018-2020 & 2022-2025)
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$1,000 -
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TRA (1998) \\
$0
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More information: The Child Tax Credit: Legislative History
https://crsreports.congress.gov/product/pdf/R/R45124




The Child Tax Credit

Child Credit Amount by Income
Married Couple with One Young Child

Credit amount ($)
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More information: The Child Tax Credit: Legislative History
https://crsreports.congress.gov/product/pdf/R/R45124




The Child Tax Credit

Number of Families with Children

13.4 million
8.2 million

I 5.2 million

<100% of  100%-199% 200%-299% 300%-399% >=400% of
poverty of poverty of poverty of poverty poverty

7.2 million

4.7 million

family income level

Average Income Among Families with Children

$195,407

$92,381

$66,908

$39,674
$17,284
I

<100% of 100%-199% 200%-299% 300%-399% >=400% of
poverty of poverty of poverty of poverty poverty

family income level

More information: The Child Tax Credit: The Impact of the American Rescue Plan Act (ARPA,;
P.L. 117-2) Expansion on Income and Poverty (Tables B-1 & B-2)
https://crsreports.congress.gov/product/pdf/R/R46839




The Child Tax Credit

Estimated Share of Families Receiving the Child Tax Credit Before and After
the ARPA Expansion of the Child Credit, by Family Income Level

Allincome levels

.__———'_-—_g—g %

84% In a nonrecessionary economy, 84% of families with children were estimated to
receive the child tax credit prior to ARPA. After the ARPA expansion of the child
credit, 96% of families with children in a nonrecessionary economy are
estimated to receive the credit.

CRS estimates that the ARPA expansion of the child credit results in most
families with children—96%—receiving this benefit.

The share of poor families with children (i.e., those with family income /ess than
Pre- ARPA 100% of poverty) who receive the child credit is estimated to increase from about
ARPA half (52%) prior to ARPA to 94% after the ARPA expansion, comparable to the
estimated receipt of all but the highest-income families (i.e., those with family
income greater than or equal to 400% of poverty).

By family income level
<100% of poverty 100%-199% of poverty  200%-299% of poverty ~ 300%-399% of poverty >=400% of poverty

./-—‘ G “ 9
/4% s 98% g0 98% g3 99% 840—-——"'-'0/ 0%
0

52%

Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA
ARPA ARPA ARPA ARPA ARPA

Source: CRS analysis of TRIM3-augmented CPS ASEC files representing data from 2015 to 2017.
Notes: See the notes for Table B-3 and Table C-1. The slopes of the lines in the slope graphs reflect the absolute change before and

after ARPA, in percentage point terms.

More information: The Child Tax Credit: The Impact of the American Rescue
Plan Act (ARPA; P.L. 117-2) Expansion on Income and Poverty
https://crsreports.congress.gov/product/pdf/R/R46839




The Child Tax Credit

Estimated Child Credit Amount per Family Before and After the ARPA
Expansion of the Child Credit, by Family Income Level

Allincome levels CRS estimates that the ARPA expansion of the child credit is estimated to, on

$5.086 average, almost double the amount of the child credit families receive.
In a nonrecessionary economy, the average child creditamong families with
children was estimated to be $2,597 prior to ARPA. After the ARPA expansion
of the child credit, the average benefit is estimated to increase to $5,086 in a
$2,597 nonrecessionary economy.

Poor families with children (i.e., with family income less than 100% of poverty)
Pre- ARPA are estimated to receive the largestincrease in income (in dollar terms) from the
ARPA ARPA expansion, from an average credit of $976 to $5,421. As family income
rises, the average increase of the child credit is estimated to fall, such that all
families, except the highest-income families, receive a similar amount of the child
credit.

By family income level
<100% of poverty 100%-199% of poverty  200%-299% of poverty  300%-399% of poverty >=400% of poverty

$5,839

$5,421 $5,288 $4.939
$3,343
$2,659 $3,096 $3,083 $2,623
$976
Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA
ARPA ARPA ARPA ARPA ARPA

Source: CRS analysis of TRIM3-augmented CPS ASEC files representing data from 2015 to 2017.
Notes: See the notes for Table B-4 and Table C-3. The slopes of the lines in the slope graphs reflect the absolute change before and after
ARPA, in dollar terms.

More information: The Child Tax Credit: The Impact of the American Rescue
Plan Act (ARPA; P.L. 117-2) Expansion on Income and Poverty

https://crsreports.congress.gov/product/pdf/R/R46839




The Child Tax Credit

Estimated Child and Overall Poverty Rates Before and After the ARPA
Expansion of the Child Credit by Race/Ethnicity

All CRS estimates that the ARPA expansion of the child credit nearly halves the
. child poverty rate and the overall poverty rate among all individuals that live in
races/ethnicities families with children.
139,  child In a non-recessionary economy, 13% of children were estimated to be in poverty
prior to ARPA. After the ARPA expansion of the child credit, 7% of children are
1;N estimated to be poor in a non-recessionary economy, a 6 percentage point (ppt)
7 decline and a 46% decline.
era 7%
; As aresult of the ARPA expansion of the child credit, child poverty rates are
Pre- ARPA estimated to fall from 10% to 4% for children of two or more races (6ppt; 60%);
ARPA from 18% to 10% for Black children (8ppt; 44%); from 7% to 4% for White children
(3ppt; 43%); from 20% to 12% for Hispanic children (8ppt; 40%); and from 11% to
8% for Asian children (3ppt; 27%). Overall poverty rates among all individuals who
live with children fall by similar levels. (For Asian and White individuals, the overall
poverty rates before and after ARPA are the same as the child poverty rates.)
By racelethnicity
Asian Black Hispanic Two or More Races White

18%

20%
19% 12%
1% 17% 10% 10%

.\80/0 %
NA’ —

Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA
ARPA ARPA ARPA ARPA ARPA

Source: CRS analysis of TRIM3-augmented CPS ASEC files representing data from 2015 to 2017.
Notes: See notes for Table B-6 and Table C-4. The slopes of the lines in the slope graphs reflect the absolute change before and after
ARPA, in percentage point terms.

More information: The Child Tax Credit: The Impact of the American Rescue
Plan Act (ARPA; P.L. 117-2) Expansion on Income and Poverty
https://crsreports.congress.gov/product/pdf/R/R46839




The Child Tax Credit

Estimated Aggregate Poverty Gap Before and After the ARPA
Expansion of the Child Credit by Race/Ethnicity

Aggregate Poverty Gap CRS estimates that the ARPA expansion of the child
minus credit reduces the aggregate poverty gap among families
$39.3 billion $1 5.4 billion with children by $15.4 billion or about 40% (from $39.3
billion to $23.9 billion). The aggregate poverty gap is the
difference between a family's resources and the poverty
equals threshold, summed over all poorfamilies
4 $23.9billion
reduction from The largest reduction in the poverty gap in dollar terms—
ARPA-expansion of $5.6 billion—is estimated to occuramong Hispanic
the child credit families (from $13.9 billion to $8.3 billion), while the
largest reduction in percentage terms is estimated to
occur among Black families (from $6.7 billion to $3.6
billion, a 46% reduction).
pre-ARPA ARPA
By racel/ethnicity
(billions of $)
Asian Black Hispanic Two or More Races White

$13.9
$6.7 $1N

8.3
$3.2 525 Nﬁﬁ $ 3::7\551 $7.1

h\
Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA  Pre- ARPA
ARPA ARPA ARPA ARPA ARPA

Source: CRS analysis of TRIM3-augmented CPS ASEC files representing data from 2015 to 2017.

Notes: See notes for Table B-7 and Table C-5. The slopes of the lines in the slope graphs reflect the absolute change before and after ARPA, in
dollar terms.

More information: The Child Tax Credit: The Impact of the American Rescue

Plan Act (ARPA; P.L. 117-2) Expansion on Income and Poverty

https://crsreports.congress.gov/product/pdf/R/R46839




The Child Tax Credit

ARPA-Expanded Child Credit by Income for 2021

With and Without Fully Refundability
Unmarried Taxpayer with One Young Child

For a taxpayer at a given income level, the difference between
Creditamount ($) the ARPA credit and the ARPA credit without full
refundability isolates the impact of full refundability on their

$4,000 / credit amount (assuming other ARPA changes are in effect).
ARPA

© Phase In to Max Credit | As the

A | ARPA without
{ "full refundability" taxpayer's income increases, the child tax
$3,000 i credit would begin to offset their growing
i income tax liability, until the total credit
i equaled the maximum credit of $3,600.
o 1
g i
$2,000 {|& 1
°
1 € $1,400 cap | The maximum amount of
2 the credit which can be received as the
i refundable portion would be capped at
$1,000 {|]} $1,400 per child.
\A

Phase In to Max Refundable Portion | The
credit phases in at a rate of 15 cents per dollar of
earned income above $2,500 (i.e., 15%).

$0
$0 $50,000 $100,000 $150,000
Income

€ $2,500 threshold | The child credit would begin to phase in when earned income
exceeded $2,500. Taxpayers with earned income less than $2,500 would not be

1
I
!
]
]
!

$200,000 $250,000

eligible for the credit.

Source: CRS calculations based on Internal Revenue Code §24 and P.L. 117-2.
Notes: A stylized example assuming the taxpayer has one qualifying child and all income is earned
income, with no other sources of income and no above-the-line deductions claimed. Unmarried taxpayers

with child credit-qualifying children are assumed in this example to file as head of household.

The refundable portion of the credit is the amount of the credit that exceeds income tax liability and is
often referred as to the additional child tax credit or ACTC. The nonrefundable portion of the creditis the
amount of the credit which reduces income tax liability. The sum ofthe refundable portion (capped at
$1,400 per child) and the nonrefundable portion cannot exceed the overall maximum credit of $3,600 per

young child.

More information: The Impact of a “Fully Refundable” Child Tax Credit
https://crsreports.congress.gov/product/pdf/IN/IN11752




The Child Tax Credit

ARPA-Expanded Child Credit by Income Quintile
Taxpayers with Children

$4,890 $4,920
$4,550 $4,530

$4,310

$2,960 $2,410

| average
credit

amount of
average credit $1,040
attributable to

full refundability ] m

All Lowest Second Middle Fourth Top
Taxpayers Quintile  Quintile Quintile Quintile Quintile
w/Children

lowest highest
income income

Source: CRS calculations based on estimates fromthe Tax Policy Center, Tables T21-0227 and Table T21-0229.
Notes: Includes both filing and nonfiling taxpayers (i.e., tax units).The income percentile classes used in this figure are
based on the income distribution for the entire population and contain an equal number of people, not tax units. The
incomes used are adjusted for family size by dividing by the square root of the number of people in the tax unit. The
resulting percentile breaks are (in 2020 dollars): 20%, $18,900; 40%, $37,100; 60%, $64,400; 80%, $108,400; 90%,
$157,400; 95%, $221,300; 99%, $514,100; 99.9%, $2,261,800.

More information: The Impact of a “Fully Refundable” Child Tax Credit
https://crsreports.congress.gov/product/pdf/IN/IN11752




