
State Earned Income Tax Credits Help Build 

Opportunity for People of Color and Women  
 

 
The concentration of economic gains at the top of the income ladder and largely stagnant wages at the bottom harm the 

economic well-being of millions of workers, especially people of color and women.  For example, African American and 

Latino workers are far more likely than white workers to earn poverty-level wages.1  Women represent less than half of the 

total workforce but roughly 3 out of 5 workers in occupations with low pay.  And African American and Latino women 

comprise almost twice as big a share of the low-wage workforce as they do the workforce as a whole.2   

State earned income tax credits (EITCs) help people of color and women struggling on low wages afford basic necessities 

and, studies suggest, contribute to their children’s future success. Twenty-nine states plus the District of Columbia have 

enacted their own version of the federal EITC to help low-wage, working households meet basic needs.  State EITCs build 

on the success of the federal credit by keeping people on the job and further reducing hardship for working households 

and children. Because people of color and women are overrepresented in low-wage work, the state credits are also an 

important tool for advancing racial and gender equity. 

State EITCs Reduce Poverty and Help Children of Color Go Further 

Reduce poverty in communities of color.  While state and federal EITCs 

serve a larger number of white households than any other racial or ethnic 

group (due in part to population size), they serve a larger proportion of 

people of color relative to their population size, and the EITC has an 

outsized impact in reducing poverty rates for households of color.  The 

average state EITC benefit for non-white- or Hispanic-headed households 

was $120 higher than for white, non-Hispanic households, a recent study 

found, and state EITCs lift a larger share of the non-white and Hispanic 

populations out of poverty. 3  This partly reflects the targeting of the EITC to 

working-poor households with children and the high poverty rates for 

children of color. Child poverty is nearly three times higher for African 

American and Hispanic children than for white children.4 

Help children of color do better and go further in school.  Multiple studies 

find that young children in low-income households that get an income boost 

from the state or federal EITC tend to do better and go further in school, 

reducing the disadvantages associated with exposure to poverty.5  The EITC 

may play a particularly important role in helping children of color improve 

their math achievement, complete high school, and enroll in college, the 

research suggests.6  

May boost earnings and work hours as children of color reach adulthood. 

Children of color are more likely than white children to grow up in 

households struggling on low pay, due to wage and employment discrimination and other factors.7  Relative to better-off 

peers, children growing up poor tend to work less and earn less as adults,8 but children receiving additional income (from 

whatever source) have a boost that lasts into adulthood.9  One study found that low-income children whose households 

received an additional $3,000 per year before age 6 were likely to work more hours and earn 17 percent more than 

otherwise-similar children without that additional support.10  (See figure.)  

  



State EITCs Boost Women’s Work Hours and Income, May Improve  

Maternal Health 

Encourage women to work, particularly unmarried 

mothers.  State and federal EITCs are considered 

some of the most effective policies to encourage 

women to work more hours and increase their 

earnings, particularly for unmarried mothers earning 

low wages.11  Unmarried mothers’ work rates 

increased substantially following the federal EITC 

expansion in the 1990s relative to married mothers 

and single women without children.12  (See second 

figure.) Additionally, studies controlling for other 

factors found that the federal EITC expansion 

increased unmarried mothers’ work rates over and 

above their counterparts not receiving the EITC, and 

far more than welfare policies or labor market factors 

alone.13 

Reduce poverty among senior women.  EITCs reward 

and encourage work, especially for unmarried 

mothers, and often lead to better opportunities and higher pay over time.14  That additional working experience while 

young increases women’s Social Security retirement benefits and thereby reduces poverty among senior women.15  This is 

especially important because women over 65 are more likely to be poor than men, regardless of marital status, race, or 

educational background.16  State EITCs build on the federal credit’s poverty reduction record. 

Improve the health of mothers and their infants. Research suggests that state and federal EITCs can help improve 

maternal and infant health. For example, one study found that women newly eligible for an expanded federal EITC in the 

1990s experienced improvement in a number of health indicators.17  Research has also found that more generous state 

EITCs are associated with improved birth outcomes, and that states with refundable EITCs showed the greatest reductions 

in low-birthweight infants and largest increases in birth weights.18 
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