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HELP WORKING  
FAMILIES MAKE ENDS MEET: 
ESTABLISH OR IMPROVE  
STATE TAX CREDITS FOR  
LOW-INCOME FAMILIES

NATIONAL WOMEN’S LAW CENTER

The Problem
It’s tough to support a family in today’s economy. While families across the country 
face rising costs for child and dependent care, wages have stagnated for most working 
people. It’s especially tough for women, who face a wage gap that has not budged 
in over a decade and make up the vast majority of single parents. Three in ten of the 
women who work in low-wage jobs are mothers of children under 18, and 11 percent 
are mothers of children under four.1  More than one in three single-mother families live 
in poverty.2  Yet, in far too many states, low- and middle-income families pay a greater 
share of their income in taxes than wealthy families.3  This is only worsened by the 
Tax Cuts and Jobs Act (TCJA), which prioritized tax cuts for big corporations and the 
wealthy instead of improving federal tax credits helping lower-income families.

The Solution
Tax credits can help keep millions of families out of poverty and alleviate regressive state 
tax codes. While increasing the minimum wage and direct investments in child care, 
health care, education, food assistance, housing assistance, and other vital programs 
provide the most support for families, state tax credits can reduce the tax burden some 
families face and, in some instances, provide a refund. 

Basic Elements of the Solution
•  Build upon the success of federal family tax credits by offering a state Earned  

Income Tax Credit (EITC), Child and Dependent Care Tax Credit (CDCTC), and Child 
Tax Credit (CTC). Ensure these credits are fully refundable so that low-income families 
with little or no state income tax liability can take full advantage of the credit.

•  Base a state EITC on a percentage of the federal EITC and provide additional help  
for low-income, childless workers who receive a much smaller federal EITC than  
workers with children.

•  When designing or improving a state CDCTC, offer a generous percentage of the  
federal CDCTC or set a higher, more realistic expense limit for the state credit.
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•  Ensure a state CTC is refundable from the first dollar 
of earnings and allow workers to claim the CTC on 
behalf of children with Individual Tax Identification 
Numbers (ITINs). This will help more families who 
cannot access the federal CTC benefit from a  
state CTC.

•  Offer an additional Young Child Tax Credit to provide 
more assistance to families with young children who 
often receive smaller child tax credit amounts.

•  Offer advanced payments to help parents pay for  
expenses in real time throughout the year, rather 
than having to wait for an annual tax refund.

Talking Points on the Solution
•  State tax credits, especially those that provide a  

refund, can keep more families out of poverty and 
improve children’s health and education outcomes.4  
Tax credits also boost the economy by putting 
money in the pockets of working families, who are 
more likely to spend their money back in the local 
economy.5  

•  The EITC not only keeps millions of families out  
of poverty, but has been shown to incentivize and 

support work. Research shows that the EITC does 
more to support work than work requirement  
penalties in anti-poverty programs or a strong 
economy.6  More than half of states have an EITC,  
and 23 states and the District of Columbia offer a 
refundable credit.7  

•  State CDCTCs can provide some help to families 
struggling to pay for the child care they need to be 
able to work. More than half of states offer some 
type of child and dependent care tax provision (a 
credit or a deduction), and 12 states, from Nebraska 
to New York, offer refundable credits.8  

•  CTCs can help reduce child poverty rates. In 2017, 
the national child poverty rate was 17 percent, and 
some states have much higher rates. Refundable 
state CTCs target benefits to low-income families 
with children and can also alleviate poverty.

•  Families with infants and toddlers face high costs 
associated with their care. An additional Young Child 
Tax Credit would help these families meet the higher 
costs of raising very young children.

1  “Low-wage jobs” and the “low-wage workforce” could be defined in many different ways. This analysis defines low-wage jobs as those that 
paid a median hourly wage of less than $11.50 in 2017. Median hourly wages for occupations were determined using U.S. Department of Labor, 
Bureau of Labor Statistics, May 2017 National Occupational Employment and Wage Estimates, available at https://www.bls.gov/oes/current/
oes_nat.htm. All data are National Women’s Law Center calculations based on U.S. Census Bureau, 2018 Current Population Survey (CPS) using 
Sarah Flood et al., Integrated Public Use Microdata Series (IPUMS), Current Population Survey: Version 6.0 [dataset]. Minneapolis: University of 
Minnesota, 2018. Figures are for employed workers.
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