State Policy Choices: Supports for Low-Income Working Families vy 2004)

Over 26 million American children live in low-income families." Nearly 60 percent of these

children are not officially poor but live in families with incomes between one and two times
the federal poverty level. Research suggests that most families need income of at least double
the poverty level—nearly $38,000 a year for a family of four—to make ends meet.

About 85 percent of children in low-income families have at least one working parent, and the
majority has a parent working full-time, year-round (see Figure 1). However, low wages, taxes,
and work-related expenses mean that many of these families cannot get ahead simply by earn-
ing more—in part because they quickly lose eligibility for public benefits.?

Figure 1: Percent of Low-Income Children by Parents’ Work Status
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Source: Douglas-Hall, A. & Koball, H. (2004). Parental employment in low-income families. New York, NY:
National Center for Children in Poverty, Columbia University, Mailman School of Public Health. Data are
based on NCCP analysis of Current Population Survey, March 2003 supplement.

If policymakers want to ensure that work provides a route to family economic self-sufficiency,
they need to get serious about making work pay. Refundable earned income tax credits to
boost low wages and work supports such as child care and health care benefits can help.

Refundable Earned Income Tax Credits

In the absence of higher wages, refundable earned income tax credits can increase the value of
low-wage employment. The federal Earned Income Tax Credit (EITC) reduces the amount of
income tax low-income working families are required to pay and provides a wage supplement
to some families.” It is available to families with annual incomes of roughly $35,000 and below
(190 percent of the federal poverty level for a family of four).

The federal EITC lifts about 5 million people—half of whom are children—out of poverty
each year, and refundable state credits can significantly strengthen its impact. * Twelve states
offer a refundable earned income tax credit structured as a percent of the federal EITC,
although the percent varies significantly (see Figure 2).
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Figure 2: State Refundable Earned Income Tax Credits

Refundable earned income tax credit
as a percent of the federal EITC:

[ 20% or more (5): DC, MN, NJ*, NY, VT
[ 10-19% (4): KS, MA MD, WI**
[ ] less than 10% (3): IL, IN, OK

[ 1 No refundable credit (39): AL, AK, AR,
AZ, CA, CO, CT, DE, FL, GA, HI, ID, IA,
KY, LA, ME, MI, MS, MO, MT, NE, NV,
NH, NM, NC, ND, OH, OR, PA, RI, SC,
SD, TN, TX, UT, VA, WA, WV, WY

*New Jersey’s credit has a lower income eligibility
limit than the federal EITC: $20,000 per year.

**In Wisconsin, the percent of the federal EITC
varies by the number of children: 1 child: 4%;
2 children: 14%; 3 or more children: 43%.

Source: Community Resources Information, Inc. See: <taxcreditresources.org/>.
Data are for tax year 2003.

Child Care Assistance

To maintain employment, working parents need stable, affordable care arrangements for their
children. The largest source of child care assistance for low-income families is provided through
federal-state Child Care and Development Fund (CCDF) programs that subsidize the cost of
care for participating families.

But funds for CCDF programs are limited, and only a small percent of families with eligible
children are served.” Nearly half of the states keep waiting lists for subsidies, and more than
500,000 children were on these lists in 2003. Additional families are turned away by states
that do not keep such lists.®

In the majority of states, income limits for CCDF programs are below 200 percent of the pov-
erty level. If families that receive subsidies increase their earnings, they lose eligibility for child
care assistance before achieving a minimally adequate income (see Figure 3).

Figure 3: States with Income Limits Below 200 Percent FPL for CCDF Subsidy Recipients

150-199% FPL (26)* AL, AR, AZ, FL, GA, IL, KS, KY, LA, MD, MI, MT, NH, NM, NY, OH, OK, OR,
SC, SD, TN, UT, VA, WI, WV, WY

Below 150% FPL (7)* CO**, IA, ID, IN, MO, NE, TX**

*Reflects recipient earned income limit for a single-parent family of three; income limits may be lower for new applicants and for recipients
with unearned income.

**Limits vary by locality, ranging from less than 150% FPL to more than 200% FPL.

Source: Ewen, D.; Blank, H.; Hart, K.; & Schulman, K. (2002). State developments in child care, early education, and school-age care, 2001.
Washington, DC: Children’s Defense Fund; with updates from Morales, M. J. (2004). Low-income children and families suffer as states continue
to cut child care assistance programs. Washington, DC: Children’s Defense Fund. Data are from 2003.

States also can use income tax credits to assist families with child care costs. Thirteen states offer
refundable child and dependent care tax credits, with widely varying eligibility limits and benefit
levels. For a two-parent family with two children in care, the maximum benefit ranges from
$420 a year to more than $2,000, but few low-income families qualify for the maximum.”



Public Health Insurance

The majority of low-income working parents do not receive employer-based health insurance
coverage. In most states, children in these families are eligible for public coverage:*

* 39 states have Medicaid and/or State Children’s Health Insurance Program (SCHIP) plans
for children with income eligibility limits at or above 200 percent of the federal poverty
level.

* In 12 states, income eligibility limits for children are below 200 of poverty: Colorado,
Idaho, Illinois, Montana, Nebraska, North Dakota, Oklahoma, Oregon, South Carolina,
Tennessee, Wisconsin, Wyoming.

Income eligibility limits for parents are typically much lower (see Figure 4):
* 35 states have limits below the poverty level.

* Only three states offer health insurance to parents with incomes at or above 200 percent of

poverty.

Figure 4: Low-Income Parents’ Access to Public Health Insurance

Income eligibility limit for parents as a percent
of the federal poverty level:*

I 200% FPL or above (3): AZ, DC, MN
[ 150-199% FPL (5): ME, NY, RI, VT, Wi

[ ] 100-149% FPL (8): CA, CT, DE, HI,
MA, OH, OR, TN

[_] Below 100% FPL (35): AL, AK, AR,
CO, FL, GA, ID, IL, IN, IA, KS, KY, LA,
MD, MI, MS, MO, MT, NE, NV, NH, NJ,
NM, NC, ND, OK, PA**, SC, SD, TX,
UT***, VA, WA**** WV, WY

*Reflects applicant earned income limit based on a
single-parent family of three; income limits may be
lower for applicants with unearned income and higher
for on-going recipients (versus new applicants).

**Pennsylvania also has a state-funded program with
an income eligibility limit of 200% FPL, but it has
stopped enrolling parents in this program.

***Utah also has a waiver program for parents with an
income eligibility limit of 150% FPL, but it offers a
limited benefit package with enrollment fees and

Source: Ross, D. C. & Cox, L. (2003). Preserving recent progress on health co-payments and is subject to an enrollment cap.

coverage for children and families: New tensions emerge—A-50 state update

on eligibility, enrollment, renewal and cost-sharing practices in Medicaid and ****Washington also has a state-funded program with
SCHIP. Washington, DC: Kaiser Commission on Medicaid and the Uninsured. an income eligibility limit of 200% FPL, but it has
Data are from 2003. stopped enrolling most parents in this program.

For more information, see NCCP’s Policy Wizard (nccp.org/wizard/wizard.cgi?action=X).
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