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History of the EITC

Opportunities 
for State 
Expansion

SB 417 = 30% 

Gov. = 20%

2022

American 
Rescue 
Plan Act

ARPA 
temporarily 
expands  the 
EITC.

2021

MI EITC 
Reduced

The s ta te 
EITC is  
reduced to 6% 
of the federal 
credit.

2011

MI EITC 
Enacted

Michigan 
enacts  a  s ta te 
EITC equal to 
up to 20% of 
the federal 
credit.

2006

Federal 
Expansion

The federal 
credit is  made 
available to 
workers  
without 
children.

1993

Federal EITC 
Enacted

Enacted as  
part of the Tax 
Reduction Act 
- made 
permanent in 
1978.

1975

TY 2020 Data:
25 million - $60B - avg: $2,411

MI avg: $2,467
Source: IRS

Participation Rates (TY 2018):
National: 78.1%

MI: 80.5%
Source: IRS



How the EITC works

The credit formula is based on 
numerous factors:
● Earnings
● Number of children
● Marita l s ta tus
● Age (for workers  without children only)
● Infla tion

Source: Congres s ional Res earch Service



31 states plus D.C. and Puerto Rico have EITCs



State EITCs

● Mis s ouri enacted in 2021 -
effective 2023; Utah enacted in 
2022 - effective 2023

● Of the 31 s tates  and DC with a  
s ta te-level EITC:
○ Only 6 nonrefundable

○ States  have decoupled from 
federal EITC 

○ Range from 3% (MT) to 100%+ 
(DC/ MD - without dependent 
children; SC nonrefundable)



Impact of the EITC
The EITC helps  workers  make ends  meet, 
a llowing them to keep up with the ris ing cos t of 
es s entia ls  like groceries, transportation, and 
childcare while remaining in the workforce.

The EITC has  positive, long-lasting effects for 
children, including better health, higher tes t 
s cores , and increas ed earnings  in adulthood.

The EITC s upports  racial equity, as  Black and 
His panic families  make up a  greater s hare of 
hous eholds  with low incomes  due to a  his tory 
of racia l bias  and dis crimination.

The EITC reduces  poverty in communities  
acros s  the s ta te, with equal take-up in urban and 
rural counties  of roughly 16% of taxpayers . Source: MLPP calculations  from MI Dept 

of Treas ury data; TY 2019



Impact of the EITC
● The EITC has  no “cliff” effect–

recipients  continue to benefit as  
hours  and earnings  increas e.

● Res earch on the federal EITC 
s hows  a  pos itive as s ociation with 
workforce participation for 
unmarried mothers .

● The EITC is  one of the leas t 
expens ive anti-poverty programs , 
as  recipients  put money right back 
into local bus ines s es  in their 
communities .



Impact of the EITC



EITC overpayments
Understanding improper payments
● Errors  in EITC refunds  largely a  res ult 

of the complexity in rules
● 2013 CBO report es timated 

overpayment rates  of up to 25%
● IRS has  taken s teps  to reduce EITC 

errors  of paid preparers

Addressing overpayment concerns
● Increas ed federal funding for the IRS
● Support for Volunteer Income Tax 

As s is tance (VITA) s ites

Source: IRS Budget & Workforce,, 
Table 32



For more information

League resources

Statewide and county fact s heets

2023 s ta te budget priorities

Blogs , articles , and pres s  releas es

Partner Resources

CEDAM - MEIC

Free tax filing res ources

https://mlpp.org/michigan-eitc-a-two-generation-approach-that-promotes-work-and-helps-kids/
https://mlpp.org/2023-state-budget-priorities-eitc/
https://mlpp.org/category/tax-and-budget/eitc/
https://cedamichigan.org/meic/
https://michiganfreetaxhelp.org/free-tax-prep-locations/


Rachel: rrichards @mlpp.org

Anne Kuhnen, tax policy analys t: annek@mlpp.org

Follow us @MichLeaguewww.mlpp.org

Questions?

mailto:rrichards@mlpp.org
mailto:annek@mlpp.org
http://www.mlpp.org/
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