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The Earned Income Tax Credit 
The Earned Income Tax Credit (EITC) is a federal tax credit for working people with 
low and moderate incomes. It boosts the incomes of workers paid low wages while 
offsetting federal payroll and income taxes. Thirty states, plus the District of Columbia 
and Puerto Rico, have established their own EITCs to supplement the federal credit.  

 

Who Is Eligible, and for How Much? 
In the 2020 tax year, 25 million working families and individuals in every state received the EITC. 
 
When filing taxes for 2023 (due in April 2024), working families with children that have annual incomes 
below about $46,600 to $63,400 (depending on marital status and number of dependent children) may be 
eligible for the federal EITC. During the 2020 tax year (the latest year for which these IRS data are available), 
the average EITC was $3,099 for a family with children. 
 
Working adults who aren’t raising children at home and had incomes below $17,640 if they are unmarried 
($24,210 for a married couple) in 2023 can receive a very small EITC. During tax year 2020, for example, 
the average EITC for a filer without children was just $295. The American Rescue Plan expanded the EITC for 
this group for 2021 only. (See below section, “Fixing the Meager EITC for Workers Not Raising Children.”) 
 
The amount of the EITC depends on a recipient’s income, marital status, and number of children. As the 
figure below shows, workers receive the credit beginning with their first dollar of earned income; the amount 
of the credit rises with earned income until it reaches a maximum level and then phases out at higher 
income levels (see tables 1 and 2). The EITC is “refundable,” meaning that if the value of the credit exceeds 
the amount of federal income tax a low-paid worker owes, the worker receives the difference in the form of a 
refund.  
 
Research shows that families mostly use the EITC to pay for necessities such as food and housing, and in 
some cases, for education or training to boost their job prospects and earning potential.  

  
 

https://www.eitc.irs.gov/eitc-central/statistics-for-tax-returns-with-eitc/statistics-for-tax-returns-with-the-earned-income#Previous%20Tax%20Years
https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit/earned-income-and-earned-income-tax-credit-eitc-tables
https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit-eitc
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.irs.gov%2Fpub%2Firs-soi%2F20in25ic.xls&wdOrigin=BROWSELINK
https://openscholarship.wustl.edu/cgi/viewcontent.cgi?article=1589&context=csd_research
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Reducing Poverty  
Census data show that in 2018 the EITC lifted about 5.6 million people above the poverty line, including 
nearly 3 million children, based on the Supplemental Poverty Measure (SPM). (Poverty estimates in this 
section are based on the latest pre-pandemic year with reliable data because temporary relief available 
during the pandemic influences these figures substantially.) The number of children living below the poverty 
line would have been more than one-quarter higher without the EITC. The credit reduced the severity of 
poverty for another 16.5 million people, including about 6 million children, based on the SPM.  
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The EITC and Child Tax Credit together lifted 10.6 million 
people above the SPM poverty line and made poverty 
less severe for 17.5 million others in 2018. The EITC 
reduces poverty by supplementing the earnings of 
workers paid low wages.   
 
Considerable research has found that increasing low-
income families’ income when a child is young tends to 
improve a child’s immediate well-being, as well as 
positive long-term effects such as better health and 
higher earnings in adulthood. Studies link improvements 
in the EITC and similar income support to improved 
school performance and higher college attendance 
rates.  
 

Fixing the Meager EITC for Workers 
Not Raising Children 
For tax year 2021, the American Rescue Plan Act 
temporarily expanded the EITC for workers without 
children by raising the maximum from roughly $540 to 
roughly $1,500, and raising the income cap for these 
adults to qualify from about $16,000 to at least $21,000 ($27,000 for married couples). The Rescue Plan 
also expanded the age range of eligible working adults without children to include younger adults aged 19-
24 (excluding students under 24 who are attending school at least part time), and people aged 65 and 
older. These changes provided income support to over 17 million people who do important work for low pay. 
Under the Rescue Plan, the expansion of the EITC for workers not raising children was only in effect for tax 
year 2021. 
 
After the expansion expired, the EITC for workers not raising children returned to an extremely small credit 
amount — too small even to fully offset federal income and payroll taxes for workers at the federal poverty 
line. Under current law for tax year 2023, a single adult without children or noncustodial parent working full 
time, year-round at the federal minimum wage will be eligible for a meager EITC — approximately $200. 
(Such an individual would receive a much larger EITC — near the maximum — if they had children.) Low-paid 
workers not raising children are the sole group the federal tax system taxes into or deeper into poverty, 
mainly because their EITC is so low. We estimate that roughly 6 million adults aged 19 and older without 
children (excluding full-time students under age 24) are taxed into, or deeper into, poverty under current law. 

 

http://www.cbpp.org/cms/?fa=view&id=2989
https://nap.nationalacademies.org/catalog/25246/a-roadmap-to-reducing-child-poverty
https://www.cbpp.org/blog/another-tax-day-message-for-congress-time-to-expand-eitc-for-adults-without-children
https://www.cbpp.org/research/poverty-and-inequality/a-frayed-and-fragmented-system-of-supports-for-low-income-adults#EITC
https://www.cbpp.org/blog/another-tax-day-message-for-congress-time-to-expand-eitc-for-adults-without-children
https://www.cbpp.org/blog/another-tax-day-message-for-congress-time-to-expand-eitc-for-adults-without-children
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For 2021, the Rescue Plan’s expanded EITC for this population was estimated to reduce the number of 
adults without children taxed into or deeper into poverty to roughly 200,000.  
 

Credit Grows With Earnings, Then Phases Out at Higher Income Levels 
Working households qualify for an EITC based on their earnings. Beginning with the first dollar of earnings, a 
low-income household’s EITC increases (or “phases in”) as their earnings increase, until the credit reaches 
its maximum amount. The rate at which the EITC phases in depends on marital status and number of 
children; for example, the phase-in rate for a married couple with two children is 40 percent, meaning their 
EITC rises by 40 cents for each dollar they earn up to a certain level. Similarly, the EITC for households at 
higher income levels phases out at a set rate until reaching zero.  
 
TABLE 1 

2023 Earned Income Tax Credit Parameters  
(Filing status singlea) 

 
Phase-in rate Phase-in ends 

Maximum 
credit amount 

Phase-out 
begins 

Phase-out 
rate 

Phase-out 
ends 

No childrenb 7.65% $7,840 $600 $9,800 7.65%  $17,640 

1 child 34% $11,750 $3,995 $21,560 15.98%  $46,560 

2 children 40% $16,510 $6,604 $21,560 21.06%  $52,918 

>2 children 45% $16,510 $7,430 $21,560 21.06%  $56,838 
a Note: Unmarried filers who claim children for the purposes of the EITC usually file as heads of household; the parameters for each family size are 
the same as for single filers. 
Source: Internal Revenue Service, Revenue Procedure 2022-38; 26 U.S.C. § 32 

 
TABLE 2 

2023 Earned Income Tax Credit Parameters  
(Filing status married filing jointly) 

 
Phase-in rate Phase-in ends 

Maximum 
credit amount 

Phase-out 
begins 

Phase-out 
rate 

Phase-out 
ends 

No children 7.65% $7,840 $600 $16,370 7.65% $24,210 

1 child 34% $11,750 $3,995 $28,120 15.98% $53,120 

2 children 40% $16,510 $6,604 $28,120 21.06% $59,478 

>2 children 45% $16,510 $7,430 $28,120 21.06% $63,398 

Source: Internal Revenue Service, Revenue Procedure 2022-38; 26 U.S.C. § 32 

 

Updated April 28, 2023 
 

 

https://www.irs.gov/pub/irs-drop/rp-22-38.pdf
https://www.irs.gov/pub/irs-drop/rp-22-38.pdf
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For more information on the Earned Income Tax Credit, see: 

“Policy Basics: State Earned Income Tax Credits” 

"EITC and Child Tax Credit Promote Work, Reduce Poverty, and Support Children's Development, Research Finds" 

"Build Back Better’s Child Tax Credit Changes Would Protect Millions From Poverty — Permanently" 

“Strengthening the EITC for Childless Workers Would Promote Work and Reduce Poverty” 

"A Frayed and Fragmented System of Supports for Low-Income Adults Without Minor Children" 

http://www.cbpp.org/research/state-budget-and-tax/policy-basics-state-earned-income-tax-credits
http://www.cbpp.org/research/federal-tax/eitc-and-child-tax-credit-promote-work-reduce-poverty-and-support-childrens?fa=view&id=3793
https://www.cbpp.org/research/federal-tax/build-back-betters-child-tax-credit-changes-would-protect-millions-from
http://www.cbpp.org/research/federal-tax/strengthening-the-eitc-for-childless-workers-would-promote-work-and-reduce
https://www.cbpp.org/research/poverty-and-inequality/a-frayed-and-fragmented-system-of-supports-for-low-income-adults#EITC

