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On behalf of the Children’s Defense Fund (CDF), we write to offer testimony on the need to
support children and families with direct cash payments and expanded refundable tax credits
throughout the COVID-19 pandemic and the attendant economic downturn. CDF appreciates
the opportunity to submit testimony on behalf of children in the United States, especially low-
income children, young children, children of color, children with disabilities, immigrant children,
and children and youth involved in the child welfare or juvenile justice systems. CDF has been
advocating for children for 47 years and seeking strong support for families through passage of
laws and implementation of rules, programs, and services in their best interest. CDF’s Leave No
Child Behind® mission is to ensure every child has a Healthy Start, a Head Start, a Fair Start, a
Safe Start, and a Moral Start in life and successful passage to adulthood with the help of caring
families and communities.

The COVID-19 pandemic has hit families with children particularly hard.

According to the U.S. Census Bureau’s Household Pulse Survey, 55 percent of households with
a child under the age of 18 had at least one adult lose employment income since the start of the
COVID-19 pandemic. One in eight households with children reported not having enough to eat
during one week in June; for Black families that rate was one in five.? More than one fifth of
renter households with children did not pay their rent in June and could face eviction®; more
than one third of the same household have little or no confidence that they will be able to pay
the rent in July.*

These rates are even more acute for Black and Latinx families who are experiencing higher
levels of job and income loss, economic inequality, and health insecurity. The Department of
Labor’'s May jobs report showed a slight improvement in the unemployment rate overall, but the
unemployment rate rose to 16.8 percent for Black workers, compared to 12.4 percent for white
workers.®> And although unemployment went slightly down for Latinx workers in May, it is still
stubbornly high at 17.6 percent.®

Families with children need direct cash assistance during the pandemic.

As so many families with children have lost income, the cost of raising children has remained
high. Federal estimates show the monthly cost of raising a child—including housing, food,
clothing, health care, child care and education, among other things—ranges between $1,000
and $2,000 a month.” Unsurprisingly, nearly two-thirds of families with children that received
cash assistance through the CARES Act have used or plan to use that money on basic
expenses like food and housing.®

The CARES Act provided one-time direct cash payments of up to $1,200 per adult and $500 per
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child to households meeting certain income and citizenship requirements. This one-time
payment helped lift many families out of poverty throughout the spring of 2020°, but millions
more families received no cash assistance and were left behind. Researchers at Columbia
University have estimated that only 63 percent of Americans live in households that received a
direct cash payment because they were excluded from eligibility°, and as many as 35 million
people eligible for the payments have not yet received them due mostly to administrative
hurdles.'* Those who were excluded from the payments are disproportionately people of color,
immigrants, and young adults; 10 million teens and young adults aged 17 to 24 were excluded
from the cash payments and in families who are more likely to be living in poverty.*?

The HEROES Act, as passed by the House of Representatives, would provide a great deal of
additional help for children. The bill provides for a second round of direct cash assistance
payments of $1,200 for each adult and dependent (up to three dependents).® In addition,
individuals who file tax returns using either an ITIN or an SSN would be eligible to receive
payments. It also modifies the CARES Act retroactively to expand eligibility to many groups who
were excluded from the initial round of payments. These retroactive improvements would go a
long way towards increasing assistance to families supporting older children and immigrant
families who were left behind by the CARES Act. The Institute for Taxation and Economic Policy
estimates that more than 4.3 million adults and 3.5 million children would benefit from the
retroactive expansion of eligibility for the CARES Act payment as well as the additional round of
payments.t*

The HEROES Act Economic Impact Payments (EIPs) are a step in the right direction, but CDF
believes that a truly adequate cash assistance program must:

e Provide $2,000 per month for adults and children with no caps on the number of
dependents;

e Be paid out monthly until the economic crisis subsides;

e (o to everyone in need, especially low-income families, underbanked communities, and
those who did not qualify for the first round of payments.
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Improvements to refundable tax credits are also need to provide additional support to
families with children as the economic crisis continues.

The Child Tax Credit (CTC) and the Earned Income Tax Credit (EITC) are two of the most
effective anti-programs currently in existence. According to the Supplemental Poverty Measure
(SPM), the CTC lifted approximately 4.3 million people out of poverty in 2018, including about
2.3 million children.*® The EITC lifted more than 3 million children out of poverty in 2018, nearly
three in four of whom were children of color.'® These refundable tax credits are proven to
improve health and educational outcomes for children, with the greatest benefits accruing to the
youngest and poorest children.’

With the country poised to enter a prolonged economic downturn, Congress should ensure the
full potential of the CTC and the EITC to lift more families out of poverty. At the height of the
Great Recession in 2009, Congress provided relief to families with children by expanding the
refundable portion of the CTC in the American Recovery and Reinvestment Act (AARA).'8 The
HEROES Act would make several crucial improvements to the CTC and the EITC that would
provide an additional boost at tax time in early 2021, when unemployment is still likely to be high
and the economy stagnant. Given that refundable tax credits primarily benefit low- and
moderate-income households, and that families with children and families of color are
overrepresented among such households, these expansions of refundable tax credits would
also be well-targeted to those most in need and promote racial equity.

The CTC must be increased and made fully refundable to help families weather this crisis.

The CTC, enacted in 1997 and updated several times since, helps families cover the costs of
raising children by providing a tax credit of up to $2,000 per child under the age of 17 and up to
$500 for other dependents. The CTC is not only one of the largest federal expenditures for
children, but also a powerful poverty reduction program. In 2018, the Child Tax Credit lifted 2.3
million children out of poverty entirely and reduced poverty for 5.8 million more.*® However,
many children and families in need miss out on these effects due to a few key flaws in the
current CTC.

In 2017, through the Tax Cuts and Jobs Act, Congress increased the maximum credit up to
$2,000, but left out low-income children and families.?° In total, 26 million low-and moderate-
income families were left out of the $1,000 increase, while families earning up to $400,000 per
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year are still eligible for the full $2,000 CTC.?! In other words, a program meant to benefit needy
children leaves out our nation’s lowest-income families while benefiting wealthier families much
more. On average, low-income families receive $1,700 less from the CTC than middle-income
families.??

Under current law, the lowest income families do not qualify for the full CTC because they make
too little. Families earning less than $2,500 are ineligible for the CTC and those earning
between $2,500 and $30,000 are eligible for only partial credits due to the flawed phase-in
rate.?® In addition, many low-income families are subjected to a harsh cap on the refundable
portion of the credit at $1,400, which effectively reduces the value of the credit for families who
are eligible for a CTC that exceeds their federal income tax liability.?*

Due to these shortcomings in the current law, more than one-third of American children—23
million in total—miss out on the full value of the CTC, mostly because their families do not make
enough money to qualify under current eligibility.?> Children of color are more likely to miss out
on the full benefit; more than 50 percent of Black and Hispanic children are ineligible for the full
CTC, compared with only 23 percent of white children. Shamefully, almost one in five Black
children receives nothing at all through the CTC.% In addition, the 2017 tax law requires a
Social Security Number (SSN) for children claimed for the CTC. This prevents about one million
children from receiving the credit.

The HEROES Act would correct these flaws for tax year 2020 by making the full credit available
to children in families with very low income or even no income at all. In addition, the HEROES
Act would increase the amount of the CTC to $3,600 per child under age 6 and $3,000 per child
up to age 18. Estimates show that the HEROES Act expansions would dramatically reduce the
child poverty rate, especially for Black children.?” The HEROES Act would also direct the
Treasury Department to design a program under which the Child Tax Credit could be paid in
advance, which would provide families with children with additional resources before the spring
of 2021 and the HEROES Act would expand the CTC for families in Puerto Rico and other
territories.

An expanded CTC will reduce child poverty and racial disparities and bolster our economy
during this crisis and beyond. Any future relief package from Congress must include these
changes to the Child Tax Credit and make them permanent:
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e Effectively transform the CTC into a child allowance by making the credit fully refundable
so eligibility would no longer be tied to earnings and so all families with children would
qualify;

e Increase the value of the credit up to at least $3,000 for all children with an additional

young child tax credit of up to $3,600 for children under six;

Eliminate the refundability cap of $1,400;

Eliminate the requirement that children have a Social Security Number (SSN) to qualify;

Allow advanced monthly payments for all children and families; and

Index the credit to inflation and include a lookback provision during economic downturns.

The EITC must be expanded to include adults without dependent children and improved for
workers with children.

The EITC is one of our nation’s most effective tools for reducing child poverty in working
families, keeping about 3 million children out of poverty in 2018.2¢ The EITC is available to
working adults beginning with the first dollar earned and its value increases with earnings up to
the maximum credit value. Decades of research confirm it encourages work, boosts earnings,
and improves the lives of children, their families and their communities. It is linked to children’s
improved school performance as well as higher college attendance rates.

Unfortunately, under current law working people with very low incomes who do not have
children, whose children are not eligible to be claimed for the EITC, or whose children do not
live with them are only eligible for an extremely small EITC. As a result, many workers without
eligible dependent children are actually taxed into poverty. Many working youth, former foster
youth, and homeless youth are also excluded from the EITC due to the current minimum age
requirement of 24.

The HEROES Act would correct these problems for tax year 2020 by increasing the value of the
EITC for workers without eligible dependent children and lowering the minimum age of eligibility
from 24 to 19. In addition, the HEROES Act would allow households to elect to use their 2019
income to calculate the EITC for tax year 2020, if their 2020 income is lower, which would
provide targeted economic relief by allowing families with significant drops in income due to the
pandemic. It would also expand the EITC to Puerto Rico and other territories.

Any future COVID-19 relief package should include the improvements to the EITC included in
the HEROES Act.

Conclusion

Congress must support families with children throughout the duration of this crisis and economic
downturn to ensure that our children do not face the harms associated with poverty, hunger, and
housing insecurity. Furthermore, once the COVID-19 pandemic and economic fallout passes,
Congress should adopt permanent measures to ensure children and families are always
supported. A fully refundable and expanded Child Tax Credit and Earned Income Tax Credit,
coupled with increases to basic needs programs like the Supplemental Nutrition Assistance
Program and housing vouchers would lift millions of children out of poverty and strengthen our
nation’s economic future.
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