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The federal Earned Income Tax Credit (EITC) is designed to help low- to moderate-income families support
themselves and their children while also encouraging workforce participation. In 2018, the EITC lifted
about 5.6 million people out of poverty,® including 3 million children, and has been hailed as the largest
and most effective anti-poverty program for U.S. families with children.?%“ The increased income supplied
by the EITC—which varies by earned income and family size, averaging $3,191 in 2017 for a family with
children®—is associated with improved child educational®” and health outcomes.®?1° To benefit from the
credit, however, potential beneficiaries must first file taxes and then claim the credit on their tax return.
Estimates suggest that more than 1 in 5 eligible taxpayers, and 1 in 4 eligible workers, do not receive the
credit,'>1213 with noted disparities by race and ethnicity. Overall, Hispanic families have historically been
the least likely to know about or to ever have received the EITC.141>1¢

Reasons for lower rates of federal EITC participation among the Hispanic population are not fully
understood, particularly since employment rates—and thus eligibility for any refundable tax credit—are
high among low-income Hispanic families. The tax system, like other social service and public systems, may
impose a number of administrative burdens on Hispanic families. These include high learning and
psychological costs due to lack of information and related materials in multiple languages that can raise
awareness of the tax credit, low levels of outreach to workers who are not connected to the public
systems through which information about the EITC is often disbursed, and complex rules that may create
confusion about eligibility among families with nontraditional living arrangements or those who are eligible
but whose earnings are below the threshold required for filing taxes.'” In addition, potential Hispanic EITC
recipients may be uncertain about residency and citizenship status eligibility requirements, and may have
additional concerns related to their immigration status.'®

In the 1980s, states also began to offer earned income tax credits for their residents. Tax credits available
via states are accessible through the same tax filing system as the federal EITC, but may differ with respect
to the amount of the credit, whether it is refundable, and its eligibility requirements. States also adopt
different strategies to inform residents about their federal and state tax credits, and state policies and
outreach practices have the potential to address many of the administrative burdens that Hispanic families
may face. This research brief explores the extent to which variation in state-level EITC policies and
outreach practices may be associated with EITC participation among eligible Hispanic families with
children.

Key Findings

For the 2013 to 2015 tax years, we generated new estimates that indicate lower reported rates of EITC
receipt among eligible Hispanic families with children (46%), compared to eligible non-Hispanic White
(55%) and Black families (58%). This pattern is consistent with previous work indicating that Hispanic
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workers are less likely to receive the EITC.1%2° Lower overall rates of receipt are on par with results from
other studies that use national survey data®??23 and may reflect families’ difficulty remembering whether
they had received the credit, a lack of knowledge of credit receipt (due, for example, to the use of external
assistance with tax preparation), self-report bias, and the inclusion of both non-tax-filers and tax filers
among respondents.

Among states that offer their own state EITC, the refund value of credits varies from 3.5 percent to 43.0
percent of the federal refund; the structure of the credit may target certain segments of the total eligible
federal EITC population based on earnings and family size. A higher level of generosity in refundable state
EITC credits (at least 15% of the federal EITC amount) is associated with higher federal EITC receipt
among Hispanic families, compared to states with no state EITCs. More structured state EITCs that are
limited to segments of the total eligible federal EITC population are associated with slightly reduced EITC
receipt among Hispanic families, whereas less generous refundable credits (less than 15% of the federal
EITC amount) and nonrefundable credits show no statistical association with EITC receipt for Hispanic
families.

Of the state earned income tax credit policies and practices examined for this study:

e Statutes requiring public programs to inform recipients and employers to inform employees, the
availability of information about the EITC in Spanish, and the density of free tax preparation sites are
associated with higher receipt among Hispanic families.

o States that offer state EITCs have higher proportions of Hispanic and Black populations and of
residents who live in urban areas. These states are also more likely than states without a state EITC to
provide EITC information in Spanish, engage in EITC social media campaigns, and have a greater
density of tax preparation sites.

e Given the overlap, within states, of the policies and practices examined, it is not possible to empirically
determine whether any one specific state EITC policy or practice is especially effective at increasing
EITC receipt among Hispanic families. Nonetheless, states with high Hispanic populations appear to
offer a bundle of policies and practices that collectively minimize administrative burden in ways that
are predicted to facilitate EITC receipt.

Of the family and individual characteristics examined:

e Hispanic families with a parent who is self-employed or has limited English proficiency—or who live in
households that include other relatives, naturalized U.S. citizens, or non-U.S. citizens—are less likely to
receive the EITC.

e Families who participated in Medicaid, SNAP, WIC, or SSI are more likely to receive the EITC.

e Employer-sponsored insurance and periodic unemployment are not associated with EITC receipt.

Of the demographic and economic characteristics of states examined:

e Although Hispanic families are less likely to receive the EITC, those who live in states with a larger
Hispanic share of the population are more likely to report receipt than Hispanic families living in states
with lower proportions of Hispanic residents.

e Hispanic families who live in states that allowed unauthorized immigrants to obtain drivers' licenses
were more likely to receive the EITC than those who lived in states without such legislation. This is in
line with prior research suggesting that state legislation that provides appropriate supports for
immigrants may increase employment opportunities and access to services, and may influence
participation in public programs among Hispanic families, including those in which all family members
are U.S. citizens.?*

e Overall, states with high Hispanic populations appear to offer a bundle of policies and practices
designed to support EITC participation, and Hispanic families residing in those states appear to have
higher likelihoods of receipt than Hispanic families residing in other states.
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Policy Context

The federal EITC began in 1975 and has been expanded several times since. It is the largest government-
funded cash transfer program for low- and moderate-income workers and is primarily targeted at working
families with children.?> Because the federal credit is refundable, it does not simply offset taxes owed:; if
the credit is more than what a household owes in taxes, the tax filer receives the difference back from the
government. However, recipients receive the credit based on the adjusted gross income claimed on their
tax filing; thus, to receive the credit, individuals must file a tax return, even if they do not owe any tax and
are not required to file federal taxes.?¢

To qualify for the credit, a taxpayer’s earned income must be greater than zero but less

than the defined federal income limits.2” The amount of the credit rises as a taxpayer’s income increases
until it reaches a maximum credit level known as the “plateau,” at which point the credit begins to phase
out as income rises. Both the income limit and the credit amount vary by the tax filer's number of qualified
dependents. For example, a single parent with two dependent children who earns $17,000 a year would
receive a credit of $5,828.

In the 1980s, states began to enact their own EITCs to supplement the federal EITC, building off its
success in reducing financial hardship for low-income working families. Today, 28 states and the District of
Columbia offer their own EITCs. Most states followed the federal EITC structure but may vary in terms of
the amount of credit, its refundability, eligibility requirements, and outreach efforts.

About the Study

The present study leverages observed variation in state-level EITC policies and practices to address gaps in
research about how state EITC policy design may influence disparities in receipt by racial and ethnic group.
To determine this, we conducted a scan of state EITC policies and practices that are of particular relevance
to low-income Hispanic families, including the refundability and generosity of state-level EITCs, statutes
requiring that certain populations be informed of their potential eligibility for the EITC, and the availability
of EITC information and services in both English and Spanish. We combined information from the scan
with data on EITC receipt from the Survey of Income and Program Participation (SIPP) to estimate the
association of state-level policies and practices on EITC receipt, above and beyond a range of household-
and state-level characteristics. We focused our analysis on policies and practices implemented during tax
years 2013 to 2015, which corresponds to the reference years for reports of EITC receipt in the most
recent SIPP data available (2015-2017).

Given some (albeit limited) evidence suggesting that the availability of state EITCs may increase federal
EITC program participation among lower-income filers,?® we anticipate that the availability of a state EITC
and its generosity will increase both awareness of the EITC program more generally and the financial
incentives for eligible taxpayers to claim the EITC. Prior research has also found that state and local
outreach—such as notices reminding individuals of their eligibility—can increase both tax filing?® and EITC
receipt,®>3! supporting our hypothesis that statutory and administrative approaches to outreach will be
associated with increased rates of EITC participation. The availability of free tax preparation services has
also been found to increase both tax filing and EITC receipt,3?3 with some research suggesting that
Hispanic families are more likely than their peers to seek external assistance with tax filing.3%> Together,
this work points to the potential of these types of state policies and practices to improve EITC
participation and, in turn, the well-being of families and children who might otherwise miss out on this
important credit.
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Data and Methods

Data and sample

To estimate EITC eligibility and examine EITC receipt and its correlates, we drew on data from the Survey
of Income and Program Participation (SIPP) Panel 2014. SIPP 2014 is a nationally representative,
longitudinal survey that collected detailed information on demographics, incomes, and program
participation from the same set of households during each year (called a wave) from 2014 to 2017. We
used reports of EITC receipt from waves 2 to 4 and family characteristics from waves 1 to 3 to capture the
incomes and demographics on which the wave 2 to 4 EITC questions were based (that is, tax years 2013
to 15). We treated nuclear families (i.e., parent[s] and their dependent child[ren]) as the tax filing unit. We
then restricted our sample to EITC-eligible Hispanic families with at least one child under age 18 and with
non-missing information on EITC receipt.>® Our final sample included 2,117 family-year observations of
Hispanic families. Hispanic families are defined in our study as those in which any parent self-identifies as
someone with a Spanish, Hispanic, or Latino origin and lives with at least one biological, step, or adoptive
child. We derived a sample of EITC eligible families by approximating EITC eligibility by treating families
with a positive total simulated amount of the federal and state EITCs as EITC-eligible families. We
employed TAXSIM (Version 32), a widely used microsimulation program of federal and state taxes, and
entered families’ SIPP demographic and income information in the program to identify eligible families. For
filing status, we assumed married filing jointly for married couples with children and head of household for
single and cohabiting parents.3” For qualifying dependents, we included children from birth to age 18, full-
time students under age 24, and children of any age with a disability, and excluded children who are
married or are parents themselves.®® All eligible families in our sample reported positive earnings.

Measures of EITC receipt and family characteristics

EITC receipt. EITC receipt is our main outcome of interest. In this measure, we consider families in which
either parent reported receipt of the federal EITC. Families that did not file federal tax returns, or who
filed but did not receive the EITC, are treated as non-receipt. While filers who did not claim the EITC and
non-filers may have different reasons for not claiming the EITC, both groups are eligible for the credit and
are the target of state-level policies and practices.

Family demographics. Family demographics include age of the primary taxpayer, family structure, age and
number of children, household composition, immigration status, and English proficiency, as these are
theoretically associated with economic needs, knowledge about the EITC, the filing status and benefit
level, and (as a result) the likelihood of EITC receipt. For the age of the primary taxpayer, we use the parent
who is the householder identified by SIPP (usually someone who pays most of the rent or mortgage) or the
first parent interviewed in families that do not include the householder. We consider three types of family
structure: married-couple, single-parent, and cohabiting-parent families. Cohabiting-parent families are led
by two parents who are not married to each other, or by a single parent and their unmarried partner. For
number of children and age of the youngest child, children are defined as EITC-qualifying dependent children.
For household composition, we consider whether parents and children live with relatives outside of their
nuclear family. With respect to immigration status, we examine presence within households of any non-
U.S. citizens, any foreign-born naturalized citizens, or only U.S.-born citizens in the household. Finally, we
include an indicator of English language proficiency for families in which any parent reported speaking
English less than well. (See Table A.1 for a description of characteristic of eligible Hispanic families
compared to all eligible families.)

Family economic well-being. The measure of annual earned income counts all parental earned income,
including that of a parent’s unmarried cohabiting partner, who is often considered a social parent in the
literature.®® We categorize the highest levels of parental education into less than high school, high school
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graduate or equivalent (e.g., GED), some college, and bachelor’s degree or more. Self-employment is a proxy
for employment that is less than formal, as the EITC benefit is based on formal incomes (as reported on a
W2 or Schedule C). The indicator for any self-employment captures any parent who reported having been
self-employed or having owned a business any time during the year. We include an indicator of no
employer-sponsored health insurance to flag families in which any parent worked at any time during the year
for an employer that did not provide health insurance coverage for the job. This correlate may reflect
either informal employment or employment that is low-wage or low-benefit. Our periodic unemployment
measure identifies families in which any parent was unemployed, looking for work, or on layoff for 14
weeks or more (roughly more than one quarter of a year) in the tax year. A public assistance indicator flags
any family member participating in Medicaid; the Supplemental Nutrition Assistance Program (SNAP); the
Women, Infants, and Children (WIC) Nutrition Program; or the Supplemental Security Income (SSI)
program during the tax year.

Measures of state EITC policies and practices and state characteristics

We gathered information across three key dimensions of EITC policies and practices. In addition to
information about the availability and structural characteristics of state-level EITCs, we also collected data
on state statutes requiring that certain populations (e.g., public benefits recipients) be informed of their
potential eligibility for the EITC, as well as the availability of EITC information and free tax preparation
services in both English and Spanish.

Availability and structural characteristics of state-level EITCs. We used the National Bureau of Economic
Research (NBER) table of state-level EITC provisions*° to gather information on the availability of a state
EITC, whether or not it was refundable, its generosity (as a percentage of the federal EITC amount), and
whether its eligibility requirements differ from federal eligibility requirements for each tax year of interest
(2013-2015). Guided by both empirical and conceptual considerations,** we combined these
characteristics into a categorical variable that differentiated between the following mutually exclusive
groups: (1) states that had no state EITC, (2) states that had a nonrefundable EITC, (3) states that had a
refundable EITC that was less than 15 percent of the federal EITC, (4) states that had a refundable EITC
that was greater than or equal to 15 percent of the federal EITC, and (5) states that deviate from the
federal EITC eligibility requirements and structure. The threshold of 15 percent was chosen because it is
the median level of generosity among states that offer their own EITC.

Legislation. We also gathered information from the Lexis Nexis US Public Laws/ALS database on statutes
related to the EITC that were enacted during the tax years we examined. We identified two main types of
statutes during the program period of interest, including whether (1) public benefits programs were
required to inform recipients about their eligibility for the EITC, and (2) whether employers were required
to inform employees about their potential eligibility.

Availability of information and services. We collected information on the availability of EITC information
in Spanish directly from the website for each state’s administering agency. Additionally, we conducted a
Google search of government websites that included each state’s name, “Earned Income Tax Credit,” and
“Spanish” (or one of several Spanish language translations of EITC) to ensure that no sites were missed.
Because this information could not be accessed for the years of our project period, we used current
information as a proxy, with states that provided information about the EITC in Spanish coded as “yes” for
all project years.

We used application programming interfaces (APIs) to collect data on each state’s total number of EITC-
related Twitter and Facebook posts for each tax year examined. We also searched the social media
accounts of each state’s administering agency for variations of “Earned Income Tax Credit.”

We obtained the number of free tax preparation sites (specifically, Volunteer Income Tax Assistance
[VITA] programs) per state from the Internal Revenue Service (IRS). The IRS’s VITA program provides free
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tax preparation support to people who have low to moderate incomes, to persons with disabilities, and to
limited English-speaking taxpayers. To better measure access to these services within each state, we
calculated the number of VITA sites in each state and year per 10 square miles.

State characteristics of family in the tax year. State characteristics include the statewide median adjusted
gross income (AGI) and employment population ratio, a binary indicator of having a metropolitan
population over 250,000, the number of EITC-eligible filers, income thresholds for filing state income tax
returns that are higher or lower than the federal thresholds (or no state income taxes), percentage of the
population that is Hispanic and Black, and an indicator of whether unauthorized immigrants could obtain a
driver license (as a proxy for a state’s general level of accommodation toward immigrants). We retrieved all
these data from the Tax Policy Center’s EITC Interactive Database, except for the following: the
employment population ratio, which is drawn from the U.S. Bureau of Labor Statistics; the metropolitan
variable, which is drawn directly from SIPP; tax filing income thresholds, collected from each state’s
Department of Revenue; and statutes allowing unauthorized immigrants to acquire drivers' licenses, which
were obtained from the National Conference of State Legislatures’ Immigration Laws and Current State
Immigration Legislation database.

Analytic approach

We estimated multivariate analysis to examine how state EITC-related policies and practices are
associated with EITC receipt among Hispanic families with children. Specifically, we estimated logistic
regression models predicting EITC receipt with year-fixed effects and standard errors clustered by
household. In this series of models, we included each state policy and practice separately to address
potential multicollinearity among these policies and practices. In addition, we adjusted for detailed
demographic, economic, immigration, and linguistic characteristics of Hispanic families, as well as
important state demographic and contextual factors that are associated with both our state policies of
focus and EITC receipt. EITC receipt and family characteristics included in this analysis vary by family, and
state characteristics including policies differ by the family’s state of residence.

While our models include state contextual factors (e.g., taxpayer population, racial/ethnic diversity,
urbanicity, employment population ratio, state income tax filing threshold) that might be associated with
both policy and EITC receipt, we acknowledge the limitations of this method. We cannot adjust for
unobserved characteristics, either time-varying or time-invariant. We also cannot examine the influences
of policies within states due to the lack of changes in those states over time. Therefore, our results should
be interpreted as associations rather than causal relationships.

Results

Rates of EITC participation among Hispanic families are lower than among
their non-Hispanic peers.

Our analysis of SIPP data shows that 46 percent of Hispanic families who were identified as EITC-eligible
reported EITC receipt; 54 percent reported non-receipt, including 46 percent that filed but did not receive
an EITC and another 8 percent that did not file (see Figure 1). The receipt rate is 7 percentage points lower
among eligible Hispanic families than among eligible families of all races and ethnicities.
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Figure 1. Estimates of EITC receipt and tax filing by race and ethnicity, tax years 2013-2015

Hispanic

Non-Hispanic Black

Non-Hispanic White

All families

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Filed, receivedan EITC B Filed, did not receive an EITC  mDid not file

States vary with respect to whether they offer a state EITC, the key
characteristics of their state credit, and their policy and outreach practices.

Based on our policy scan, in tax year 2013, 24 states and Washington, DC offered an EITC; one state
ended its EITC in 2014 and two states added one in 2015 (see Table 1). States that adopted state EITCs
mostly provided benefits through a refundable credit and used an income limit identical to that of the
federal EITC. States exhibited considerably more variation with respect to the generosity of their EITCs,
which ranged from 3.5 percent of the federal credit to 43 percent.

Table 1. Summary of state EITC policies and practices by year

2013 2014 2015
Characteristics of state EITC
Offered a state EITC (count) 25 24 26
Offered a refundable state EITC (count) 22 21 23
Generosity of state EITC (as % of federal EITC, mean) 15.9 16.8 17.8
Generosity of state EITC (as % of federal EITC, median) 15 15 15
State EITCs with a different structure than federal EITC 1 1 5

(count)

7  State Policy and Practice Related to Earned Income Tax Credits May Affect Receipt among
Hispanic Families with Children



2013 2014 2015

Statutes related to EITC

Employers required to inform employees (count) 5 5 5
Public benefits programs required to inform recipients 8 8 8
(count)
Characteristics of state EITC

Provided EITC information in Spanish? (count) 18 18 18
Conducted any social media outreach (count) 9 12 10
Number of social media posts per year (mean) 1.8 1.9 2.0
Tax preparation sites per 100 square miles? (mean) 1.1 1.1 1.1

2Data were not available for tax years of interest, so current year data were used as a proxy for all years.

Only 14 states engaged in any sort of social media outreach related to the EITC during the three years
examined. Among states that posted at least once during this time period, New York and California were
the most active, posting a total of 49 and 29 EITC-related social media posts, respectively, in 2015. Most
states, however, posted only once or twice in a given year, if at all, with the mean number of EITC-related
posts increasing slightly, from 1.8 in 2013 to 2.0 in 2015.

All 50 states and Washington, DC had free tax preparation (VITA) sites. On average, states had 1.1 tax
preparation sites per 100 square miles. DC has the highest density of free tax prep sites, with 27.9 per 100
square miles, while Alaska has the lowest density, with 0.01 free tax prep sites per 100 square miles.

States with more generous state EITCs are also more likely to engage in
other strategies to support EITC participation and tend to have higher
proportions of Hispanic residents.

States with more generous state EITCs (at least 15% of the federal EITC) tend to have higher proportions of
Hispanic and Black residents, a higher proportion of residents using a language other than English as their
primary language, and a higher proportion of residents who live in urban areas, compared to other states (see
Table A.2). States with no state EITCs or less generous state EITCs (less than 15% of the federal EITC) are
smaller by population size and have a larger share of households that receive SNAP, relative to other states.
States without state EITCs also have a higher median adjusted gross income than other states.

States with a refundable state EITC (of any amount) were more likely to require their public assistance
programs to inform participants of EITCs than those with nonrefundable EITCs. Among states with no
EITC, or less generous state EITCs, only two required employers to inform employees about the EITC.
States with state EITCs that were at least 15 percent of the federal EITC were more likely to promote
EITCs on social media, publish EITC information in Spanish, and have a higher density of tax preparation
sites than those with lower state EITCs or no state EITCs. However, there was still variation in states with
less generous or no state EITCs. For example, one quarter of those with no state EITCs nevertheless made
EITC materials available in Spanish, which provided the variability needed for us to examine the
association of EITC information in Spanish and EITC receipt in states without state EITCs.
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More generous refundable state EITCs are associated with higher receipt
among Hispanic families, as are statutes that require public programs to
inform recipients and employers to inform employees, the availability of
information about the EITC in Spanish, and the density of free tax
preparation sites.

Our multivariate analysis showed some associations between state EITC policies and the likelihood of EITC
receipt among Hispanic families. Figure 2 summarizes the relative odds of receipt given a specific policy or
practice. An odds ratio of 1 means the policy is not associated with the odds of receipt; an odds ratio of
1.5 means the odds of receipt for families in a state with the policy is 50 percent higher than (or 1.5 times)
the odds for families who live in states without that policy.

We find that more generous state EITCs (at least 15% of the federal EITC amount) are associated with a
higher likelihood of EITC receipt among eligible Hispanic families (see Figure 2 and Table A.3). By contrast,
state EITCs that target more limited segments of the total federal EITC-eligible population are associated
with slightly reduced EITC receipt. Less generous refundable credits (less than 15% of the federal EITC
amount) and nonrefundable credits are not associated with EITC receipt. Further, we did not detect a
statistically significant association with a simple measure of the availability of a state EITC, in part because
only two states had newly implemented a state EITC over the time period under study.

In addition, several statutory and administrative approaches to outreach are positively associated with
EITC receipt among Hispanic families, including the requirement that employers inform employees of the
EITC, the requirement that programs inform their participants, the provision of EITC information in
Spanish, and the provision of a higher density of tax preparation sites. By contrast, the number of social
media posts is negatively associated with the likelihood of receipt among Hispanic families.

Figure 2. Odds ratios from logistic regressions of EITC receipt on specific state policies and practices

Refundable state EITC >=15% of the federal EITC ——
Refundable state EITC <15% of the federal EITC —_—t—
Non-refundable state EITC ®
State EITCs with a different structure than federal EITC —o—
Employers required to inform employees ——
® Model 1 ® Model 4
Public benefits programs required to inform recipients ——
ik - i ®Model 2 @ Model 5
Outreach via social media platforms q ® Model 3 ® Model 6
Availability of EITC information in Spanish ——
Tax preparation sites per 10 square miles L

(o] 0.5 1 1.5 2 25

Odds Ratio

Notes: The points in the figure above represent odds ratios; the lines represent the 95% confidence interval. All models include
EITC-eligible Hispanic families with dependent children (N=2,117). Additional covariates include a range of demographic, economic,
immigration, and linguistic family-level characteristics; state demographic, economic, and contextual factors; and year fixed effects.
For model specification, see Table A.3.
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We ran two additional models with interaction terms to examine specific hypotheses: (1) that statutory
efforts to inform public benefits program recipients about the EITC would be more strongly associated
with EITC receipt for families who received Medicaid, SNAP, WIC, and SSI; and (2) that the availability of
EITC information in Spanish would be more strongly associated with EITC receipt for families in which at
least one parent spoke English less than well. Our results support these hypotheses.

Hispanic families in which a parent is self-employed or less fluent in
English—or that includes foreign-born household members—are less likely to
receive the EITC, while Hispanic families who participate in other public
programs are more likely to receive the EITC.

With respect to family-level characteristics, we find that Hispanic families that include a parent who is self-
employed are less likely to receive the EITC than those that do not include a self-employed parent. In
addition, Hispanic families that include a parent with limited English proficiency, or that live in a household
with other relatives, are less likely to receive the EITC than Hispanic families without either of these
characteristics. Families that live in the same household with a non-U.S. citizen or a naturalized U.S. citizen
are less likely to receive the EITC than families for whom all household members are U.S.-born citizens
(see Figure 3). We find higher likelihoods of EITC receipt for Hispanic families participating in any of the
Medicaid, SNAP, WIC, and SSI programs. On the other hand, we do not find a statistical association
between lacking employer-sponsored insurance or periodic unemployment and EITC receipt.*?

Figure 3. Odds ratios from logistic regressions of EITC receipt on family characteristics

Any parent self-employed ——
No employer-sponsored insurance ——
Periodic unemployment &
Participated in Medicaid, SNAP, WIC, or SSI _—
Any non-U.S. citizen in household ——
Any foreign-born but only U.S. citizens in household —_—
Any parent speaks English less than well ——
(o) 0.5 1 1.5 2 2.5
Odds Ratio
® Model 7

Notes: The points in the figure above represent odds ratios; the lines represent the 95% confidence interval. All models include EITC-
eligible Hispanic families with dependent children (N=2,117). Additional covariates include a range of demographic and economic
family-level characteristics; state policy, demographic, economic, and contextual factors; and year fixed effects. For model
specification, see Table A.3.
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Hispanic families who live in states that have a larger proportion of Hispanic
residents are more likely to receive the EITC than Hispanic families in other
states.

For the most part, the state-level demographic and contextual factors included in our models are generally
not associated with EITC receipt among Hispanic families; however, there are a few exceptions. First,
although Hispanic families are less likely to receive the EITC, those that live in states with a larger Hispanic
share of the population are more likely to report receipt than Hispanic families living in states with lower
proportions of Hispanic residents. This suggests that the size of the Hispanic community within a state
may increase the likelihood of receipt. Second, Hispanic families living in states that allow unauthorized
immigrants to obtain drivers’ licenses are more likely to report receipt, suggesting that this particular policy
may increase the likelihood of receipt—perhaps through the increased employment and information
exchange that come with mobility, or as an indicator of a state environment that is more broadly
supportive of immigrants.

Discussion

Millions of moderate- and low-income working families claim the EITC each year and benefit from the
additional income it provides.*®* However, millions more eligible families stand to benefit as well, and it is
critical to understand the extent to which the EITC—an important poverty reduction strategy**—is not
equitably reaching all eligible families. Research suggests that Hispanic families, in particular, are less likely
to be aware of or claim the EITC,*>* with Hispanics making up 24 percent of the EITC-eligible population
in 2009 but only 15 percent of those receiving the federal EITC.#” Our results generated new estimates
showing lower rates of EITC receipt among eligible Hispanic families with children (46%), compared to
White (55%) and Black (58%) families with children. We find that more generous state EITCs, laws
requiring that certain populations be informed about EITC, the provision of EITC information in Spanish,
and higher densities of free tax preparation sites are associated with a greater likelihood of EITC
participation among Hispanic families. We also find that states with higher proportions of Hispanic
residents tend to engage in multiple policies and practices designed to support EITC participation, and that
Hispanics in these states are more likely to receive the EITC.

Generated estimates of EITC receipt are lower than prevailing estimates of 75 percent.*®*° The lower rate
of EITC participation among Hispanic families is on par with findings from other studies,”®>'°2 as are the
lower overall estimates of EITC participation.”®>4>>>¢ Several factors may be at play in the underreporting
of EITC receipt, especially in the SIPP—namely, SIPP only asks the question about EITC receipt of
respondents with incomes below a certain level. Additionally, the question specifically asks about EITC
receipt on the previous year's tax return, which may not be easily recalled. Moreover, prior research
suggests that some EITC recipients may be unaware that they received the credit because they received
external assistance with tax preparation or they conflated it with the child tax credit.””® Thus,
underreporting of EITC receipt may instead reflect a lack of knowledge of the credit.

Non-filers are an important population to consider when assessing EITC participation. Many have incomes
below the threshold required to file taxes, which means they are more likely to face additional burdens to
claiming the credit and less likely to be aware of the credit (or aware they can receive the credit even if
they have no tax liability).>® Our descriptive analyses indicate that a greater percentage of Hispanic
families (8%) fall into this category, when compared to the sample as a whole (6%).

Our findings offer several insights about reaching Hispanic families, particularly among those families with
a parent who is self-employed or has limited English proficiency, or among households that include other
relatives, naturalized citizens, or non-U.S. citizens. Self-employed workers, for example, are less likely to
benefit from formal systems through which they might receive information about the EITC.¢° Parents
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whose first language is Spanish and who are less fluent in English are also less likely to be provided
support to better understand the complex eligibility rules and guidelines for completing the application
process.®! The presence of extended family members in the same household may diminish the need for the
income support that the EITC provides.®? And families who live in a household that includes non-U.S.
citizens may be more likely to be unaware of the EITC, unsure about their eligibility, experience difficulty
navigating the tax filing process, or have concerns about privacy and use of personal information;®3
research suggests that these challenges can extend to households that include naturalized citizens as
well.%* Each of these factors point to critical avenues for policy and outreach that can support increased
EITC participation among Hispanic families.

Finally, our analysis uncovers several promising strategies that states have pursued; collectively, these
strategies reduce burden and can support EITC receipt. Strategies include mandated administrative
outreach efforts that are relatively simple and cost-effective to implement, such as the provision of EITC
information in Spanish and the requirement that employers inform employees and public benefits
programs inform recipients about EITC. Low program awareness and informational complexity contribute
to low EITC participation®>%%¢7 and are in line with field research that finds that notices and reminders can
increase both tax filing®® and EITC receipt.®®7° Second, increased availability of and access to free tax
preparation services can increase both tax filing and EITC receipt. Two policies that stand out—even after
accounting for other detailed family, state, and policy characteristics—are higher levels of refundable state
EITC amounts and greater density of free tax preparation sites.

Conclusion

The federal EITC is currently the most promising anti-poverty strategy in the United States that supports
the well-being of children and families. Additionally, many states implement companion policies and
practices that increase EITC participation among their residents. State investment in higher rates of EITC
receipt not only benefits individual families but also states themselves: This investment puts cash in the
hands of families who spend in their local economies,’! boosts labor force participation,”? and reduces use
of other state supports.”® These benefits far outweigh the costs, which are low for many of these policies
and practices (e.g., public campaigns, translation of information). Moreover, it is critical that states invest
now in Hispanic children, who will comprise a large portion of the future U.S. workforce and taxpayers.
Several states, which tend to have higher proportions of Hispanic populations, are already engaging in a
bundle of strategies to increase awareness and reduce administrative burden; these efforts appear to be
associated with increased receipt among Hispanic families with children. More states should follow suit.

Support for this research was provided by the Robert Wood Johnson Foundation and the William T. Grant
Foundation. The views expressed here do not necessarily reflect the views of the Foundations.
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Families. Bethesda, MD: Child Trends.
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Appendix A

Table A.1. Characteristics of eligible Hispanic Families, compared to all eligible families

Eligible Hispanic All Eligible
Families Families
(N=2,117) (N =6,077)
std. std.
mean dev. mean dev.
Outcome
Received the EITC 0.46 0.01 0.53 0.01
Characteristics of state EITC
Refundable state EITC >=15% of the federal EITC 0.16 0.01 0.16 0.01
Refundable state EITC <15% of the federal EITC 0.12 0.01 0.17 0.01
Nonrefundable state EITC 0.02 0.00 0.05 0.00
State EITCs with a different structure than federal
EITC 0.08 0.01 0.05 0.00
No state EITC 0.62 0.01 0.57 0.01
Statutes related to EITC
Employers required to inform employees 0.47 0.01 0.28 0.01
Public benefits programs required to inform
recipients 0.51 0.01 0.33 0.01
EITC information and services
Availability of EITC information in Spanish 0.67 0.01 0.53 0.01
Outreach via social media platforms 6.86 0.34 4.40 0.19
Tax preparation sites per 10 square miles 0.06 0.00 0.06 0.00
Characteristics of the family
Any Hispanic parent 1.00 0.00 0.36 0.01
Only Black parent(s) 0.00 0.00 0.16 0.01
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Eligible Hispanic All Eligible

Families Families

(N=2,117) (N =6,077)

std. std.

mean dev. mean dev.
Age of primary taxpayer 36.69 0.22 36.25 0.14
Cohabiting parents 0.18 0.01 0.16 0.01
Single parents 0.28 0.01 0.39 0.01
Number of dependents 2.10 0.03 2.01 0.02
Total annual wages in family (K) 29.64 0.48 29.74 0.43
Any parent has a bachelor's degree or more 0.12 0.01 0.17 0.01
Age of youngest qualifying child 6.38 0.13 6.45 0.08
Family living with other relatives 0.27 0.01 0.22 0.01
Any parent self-employed 0.06 0.01 0.06 0.00
No employer-sponsored insurance 0.47 0.01 0.40 0.01
Any parent unemployed for 14+ weeks 0.09 0.01 0.10 0.00
Participated in Medicaid, SNAP, WIC, or SSI 0.82 0.01 0.75 0.01
Any non-U.S. citizen in household 0.57 0.01 0.26 0.01
Any foreign-born but only U.S. citizens in household 0.16 0.01 0.11 0.00
Any parent speaks English less than well 0.28 0.01 0.12 0.00
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Table A.2. Characteristics of states with and without state EITCs

No State EITC State EITC

mean std. dev. mean std. dev.

State policy and practice context

Program participants must be informed 0.15 0.05 0.19 0.05

Employers required to inform employees 0.07 0.03 0.16 0.05

Social media posts 0.26 0.19 4.14 1.32

EITC info in Spanish 0.25 0.06 0.49 0.07

Tax prep sites per 10 square miles 0.03 0.00 0.22 0.07

Tax prep sites in Spanish per 10 square miles 0.00 0.00 0.03 0.01

Unauthorized immigrants can obtain drivers'

licenses 0.22 0.06 0.18 0.05
State demographics

Estimated filers 2,633,837 441,618 2,620,808 332,810

EITC-eligible filers 522,578 91,387 451,135 61,079

% of state population that is Hispanic 14.77 1.89 15.61 1.28

% of state population that is Black 12.07 1.51 17.95 1.99

% of state population that is White 60.79 2.96 58.91 2.57

% of state population whose primary

language is English 82.35 1.82 78.98 1.54

% of population who resides in urban areas 71.97 2.02 76.93 2.18

Employment population ratio 60.56 0.62 61.68 0.46

Median adjusted gross income 14,842 220 14,072 121
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Table A.3. Logistic regression models predicting EITC receipt among Hispanic families with children

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
Odds Odds Odds QOdds QOdds Odds Odds

ratios ratios ratios ratios ratios ratios ratios
(std err.) (std err.) (std err.) (std err.) (std err.) (std err.) (std err.)

Characteristics of state
EITC

Refundable state EITC

1.2041*** 1.2016*
>=15% of the federal
EITC? (0.084) (0.122)
EITC? (0.198) (0.179)
Nonrefundable state 1.0394 1.1077
EITC? (0.400) (0.522)
difrentstoctre 08961 09971
than federal EITC? (0.050) (0.071)

Legislation related to EITC
Employers required to 1.2590*** 1.1944
inform employees (0.065) (0.138)
E::ghr(;:mesnreeféfired to 1.1201°*
(0.037)

inform recipients®

Availability of EITC information

and services
Auvailability of EITC 1.1986*** 1.1732
information in Spanish (0.078) (0.172)
Outreach via social 0.9945** 0.9917***
media platforms (0.002) (0.002)
Tax preparation sites 1.6112***  1.5552***
per 10 square miles (0.296) (0.058)

2Compared to states with no state EITCs

b This variable is dropped in the full model due to its high correlation with legislation requiring employers to inform employees.

*** p<0.01, ** p<0.05, * p<0.1

Notes: All models include EITC-eligible Hispanic families with dependent children (N=2,117). Additional covariates include a range of
demographic, economic, immigration, and linguistic family-level characteristics; state demographic, economic, and contextual factors;
and year fixed effects.
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