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2017 Tax Law’s Child Credit: A Token or Less-Than-Full i Budget

Increase for 26 Million Kids in Working Families il I Policy
Priorities

The 2017 tax law increased the maximum value of the Child Tax Credit (CTC) — first enacted to help working families
offset the cost of raising children — from $1,000 to $2,000 per child, but low-income working families are largely missing
out on that full CTC increase. For starters, 11 million children under 17 in the lowest-income working families — who under
prior law received only a partial CTC or no credit at all — receive either no improvement in the credit or a token increase of
$1 to $75. Another 15 million children in low- and modest-income working families get a CTC increase of more than $75
but less (and in many cases far less) than the full $1,000-per-child increase that families at higher income levels get.
Further, the law ends the CTC for 1 million children — overwhelmingly “Dreamers” — in working immigrant families.

The CTC’s changes are an example of how little priority the GOP drafters of the 2017 law placed on addressing the
decades-long stagnation of working-class wages across races. Most glaring was that they did nothing to expand the
Earned Income Tax Credit (EITC), which is tailor made to address this problem. In fact, the new tax law erodes the credit’s
value over time. Instead of focusing on working-class families by making robust improvements to the CTC and EITC, the
2017 law tilted steeply to the wealthy and profitable corporations.

Just $75 or Less for 11 Million Children, Less than the Full Credit for 15 Million More

The CTC changes in the 2017 tax law leave many Lowest-Income Families Largely Left Out of New Tax
working families largely behind, while doing much Law’s Child Tax Credit Increase

more for high-income families: Tax credit increase compared to previous law, 2018
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amount was limited to 15 percent of a family’s ’ ’ ’

earnings over $3,000. The 2017 tax law lowered the threshold so that earnings over $2,500 would count towards
earning a CTC. This translates to a CTC increase of just $75 (15 percent of $500) for those families — such as a single
mother with two children who works full time at the federal minimum wage and earns $14,500 a year. (See chart.)

e Another 15 million children in moderate-income families still won’t get the full $1,000-per-child increase that
higher-income families received. The 2017 law introduced a new cap on the refundable amount of the credit, at
$1,400 per child (indexed for inflation), giving millions of children in moderate-income families a CTC increase of no
more than $400 per child. For example, a married couple with two children making $24,000 will get an $800
increase in their total CTC — well below the $2,000 maximum.



e The largest CTC increases go to high-income families, since the credit now begins to phase out for married couples
making $400,000 a year, compared to $110,000 under prior law. (Under prior law, families with two children and
income of more than $150,000 weren't eligible; now that amount is $480,000).

Working Families Hurt by Credit Cuts

The 2017 tax law also made harmful cuts to the CTC and EITC. It ends the CTC for 1 million children lacking a Social
Security number in low-income working families® — overwhelmingly “Dreamers” with undocumented status brought to the
United States by their immigrant parents.

The law also erodes the value of the EITC for millions of working-class people.2 Since the law uses the “chained”
Consumer Price Index to adjust tax brackets and certain tax provisions each year to account for inflation, the maximum
EITC will rise more slowly over time. A married couple making $40,000 with two children will see their federal EITC shrink
by $319 in 2027 (from $4,994 to $4,675).

Law Needs Basic Restructuring to Focus on Working Families

The 2017 tax law was an opportunity to make needed improvements to the CTC and EITC, but low- and moderate-income
working families — and the tax credits best equipped to help them — were largely an afterthought. For example,
negotiators agreed last minute to a deeper cut in the top individual tax rate but rejected calls from Senators Marco Rubio
and Mike Lee to deliver more than a token CTC increase to 11 million children in low-income working families. And
lawmakers drafting the law apparently didn’t even consider strengthening the EITC.

Instead, the law focuses its tax cuts on those at the top: by 2025 it will boost the after-tax incomes of households in the
top 1 percent by 2.9 percent, roughly triple the 1.0 percent gain for those in the bottom 60 percent, the Tax Policy Center
found. This is one reason — in addition to its high cost and the opportunities it creates for high-income filers to game the
tax system and avoid taxes — that the 2017 tax law should be fundamentally restructured as soon as possible. That
restructuring should include substantial boosts in both the CTC and EITC.3

Number of Children Under 17 in Working Families Receiving CTC Increase of $75 or Less From 2017 Tax Law

Alabama 198,000 lllinois 431,000 Montana 32,000 Rhode Island 24,000
Alaska 25,000 Indiana 252,000 Nebraska 64,000 South Carolina 194,000
Arizona 300,000 lowa 87,000 Nevada 103,000 South Dakota 26,000
Arkansas 127,000 Kansas 91,000 New Hampshire 22,000 Tennessee 274,000
California 1,470,000 Kentucky 179,000  New Jersey 229,000 Texas 1,335,000
Colorado 143,000 Louisiana 229,000  New Mexico 112,000 Utah 99,000
Connecticut 74,000 Maine 32,000 New York 646,000 Vermont 13,000
Delaware 30,000 Maryland 136,000  North Carolina 398,000 Virginia 217,000
D.C. 16,000 Massachusetts 138,000 North Dakota 17,000 Washington 185,000
Florida 663,000 Michigan 365,000  Ohio 441,000 West Virginia 69,000
Georgia 488,000 Minnesota 141,000 Oklahoma 152,000 Wisconsin 169,000
Hawaii 36,000 Mississippi 147,000 Oregon 134,000 Wyoming 14,000
Idaho 63,000 Missouri 215,000 Pennsylvania 362,000 U.S. Total 11,400,000

Source: CBPP estimate based on a Tax Policy Center estimate that 26 million children under 17 in working families will get less than the full $2,000 per child
credit. The Census’ March 2017 U.S. Current Population Survey was used to estimate the portion that will receive an increase of $75 or less and the 2014-
2016 American Community Survey was used to estimate the portion living in each state. An additional 3 million children live in working families that do not get
the full CTC because they have a dependent age 17 and above and do not receive the full $500 dependent credit.
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