Economic Studies
at BROOKINGS

Evidence Speaks Reports, Vol 2, #27
October 18, 2017

Will tax reform provide more support for
children and their families? Follow the money

Grover (Russ) Whitehurst

Executive Summary

Congressional leadership and the Trump administration have put forward a plan (Framework) to
“significantly” increase the amount of the Child Tax Credit, which is currently worth up to $1,000
per child to qualifying families. The credit presently phases out for higher income families and is
partially refundable for some low-income families.

| place the Child Tax Credit in the context of the entire catalog of federal programs that result in
spending on children and their families, including both tax expenditures and social programs. |
describe how much is spent on children through each program; how much is for children under five
years of age; how the expenditures are distributed across different family income levels; and
current proposals by the Trump administration and Congress to modify these expenditures.

| find that, leaving aside health care as well as public and post-secondary education, the federal
government spends approximately $217 billion annually through tax expenditures that are
conditional on children and on social programs intended to support children. Of this total, roughly
$73 billion goes to children under five.

With the exception of the Earned Income Tax Credit, present tax expenditures provide minuscule
benefits to the poorest families. Benefits are concentrated in the middle to high ends of the income
distribution. The Framework has the greatest potential to increase benefits for children and their
families through changes in the Child Tax Credit, but the plan is vague on critical details. Raising
the dollar value of the Child Tax Credit is important, as is promised in the Framework, but so is
extending its benefits fully to low-income families.

I make four recommendations for legislative actions that would improve prospects for families with
young children: 1) Spend more on families with children, particularly young children. 2) Make such
expenditures more progressive so that families with the greatest needs receive more assistance. 3)
Simplify what is now an incoherent and confusing patchwork of social programs and tax
expenditures. 4) Transform spending on social programs for children from lower-income families
so that more money goes directly to individuals and less to social service agencies.



Background on the Child
Tax Credit

There is bipartisan support, accumulating
since at least the Roosevelt administration,
for a significant federal role in supporting the
welfare of children and families. Young
children and their families are a particular
priority for additional spending and reforms.
This is based on a widely shared
understanding of the importance of the early
years. This understanding is derived from
research, consideration of the unique needs
for childcare of working parents with young
children, and acknowledgement of
weaknesses in our present patchwork of
spending and services.

The next federal effort to increase support for
children and their families will likely take the
form of an expansion of the Child Tax Credit,!
which is currently worth $1,000 per child at
tax filing time for qualifying families that would
otherwise have at least that much due in
taxes (details below). It was first passed into
law in the Clinton administration with 90
percent of the House and 92 percent of the
Senate voting in support.? Subsequent
legislation in the George W. Bush and Obama
administrations increased the generosity of
the credit and made it permanent.3 As |
document subsequently, its benefits flow
disproportionately to families in the middle of
the income distribution.

Expanding the Child Tax Credit is firmly on
the list of items that Congressional leadership
aspires to include in tax legislation. This is
because it, first, aligns with the understanding
| described above; second, would result in a
meaningful tax benefit for middle-income
families and thereby soften criticism that the
benefits of the proposed tax package flow
disproportionally to the rich; and third, has the
backing of the Trump administration.*

The legislative outcome of present efforts to
further increase the Child Tax Credit will play
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out in a political arena in which the prospect of
winning or losing typically comes to take
precedence over (and sometimes eclipses
entirely) the substantive goals that originally
motivated legislative interest. Political reality
is, of course, a critical ingredient in making
government policy. But to the extent possible,
legislation needs to be framed by knowledge
of what government is already doing, serious
and informed policy formation, and evidence
that bears on likely consequences.

A catalog of tax and
program spending on
children and their families

In an effort to balance political calculations
with continued focus on substantive policies to
increase support for young children and their
families, | place the Child Tax Credit in the
context of the entire catalog of federal
programs that result in spending on children
and families. | describe how much is spent on
each of those programs (and specifically how
much is spent on children under five years of
age), how the expenditures are distributed
across different family income levels, and
current proposals by the Trump administration
and Congress to modify these expenditures. |
end with a list of possibilities for legislative
action that could strengthen the positive
impacts of federal programs on young children
and their families without, necessarily,
increasing their costs.

The largest federal expenditures on children
and families, ignoring Medicaid, CHIP and the
education system, are through provisions of
the tax code that are tied to a taxpayer’'s
income, number of dependents, and the
amount parents spent on the care of their
children. The largest of these expenditures
include a dependent exemption per each child
of $4,050 of a family’s income; the child tax
credit of up to $1,000 per child; pre-tax flexible
spending accounts for child care; deductions
for payments made to child care providers;
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and, for families of the working poor, so-called
refundable credits through the Earned Income
Tax Credit and the Additional Child Tax Credit
(the family can get more money in their tax
refund than they paid in taxes).

Child care expenses and the needs of low-
income families with children are also
addressed by a number of direct federal
programs that are funded through line item
discretionary or mandatory budgets. The
largest of these are Head Start, the Child
Care and Development Fund, Temporary
Assistance for Needy Families, the Child and
Adult Care Food Program, the Supplemental
Nutrition Assistance Program, and various
housing assistance programs.

There are also significant federal
expenditures for the health care of young
children through Medicaid and the Children’s
Health Insurance Program, and for public and
post-secondary education. My interest, in
keeping with current deliberations in
Congress, is on elements of the tax code that
provide direct financial support to families
based on their having children and on social
programs that support children. | exclude
federal health care and education
expenditures from further consideration.®

Table 1 lists each federal program within the
focus I've described that has an annual level
of expenditure conditional on children that is
greater than $1 billion. There are dozens of
smaller programs | ignore for the sake of
economy of presentation.® The columns in
the table address: a) the vehicle by which
funding is delivered (e.g., tax expenditure vs.
social program); b) the particulars of that
funding vehicle (e.qg., payments to individuals
vs. program providers or states); c) the dollar
value of the benefit to a family; d) whether the
tax benefits are refundable (provide refunds
to low income families in excess of their tax
liability); e) whether the benefits are
progressive (inverse to family income); f) the
total annual program expenditure that is
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conditional on children (e.g., spending on
housing vouchers that goes to families without
children is excluded); and g) the estimated
portion of the total expenditure that goes to
children under five years of age. Additional
information on the table and its values is
found in the Appendix.

The total of the expenditures for children of all
ages (the next to last column in Table 1) is
$217 billion, whereas the total for children
under five years of age (the last column) is
$73 billion. There are approximately 20
million children in the U.S. under five years of
age.’” Thus, the federal government spends
approximately $3,650 per child per year on
children under age five or on families based
on their having children under five. Of course,
money that flows to families through the
dependent exemption, the child tax credit, and
the earned income tax credit need not be
spent on children even when the amount a
family receives is conditional on their having
children. There is a substantial body of
research indicating that such cash transfers
benefit children in low-income families.?
Whether financial supports to parents from the
federal government that are constrained to be
used only on children have larger impacts on
children than cash transfers to the family that
do not have to spent on children or whether
both together function best is an open and
important question.
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Table 1. Largest Federal Programs that Provide Money and Services to Children and Families, with Annual Expenditures

Expenditure on Expenditure

Program Vehicle Type Annual value to famil Refundable  Progressive . .
& ! P "y & ! children children<5
Dependent exemption Tax expenditure Exemption $4,050 per child x tax rate No Regressive 41.2 10.8
S::Ldittax credit and Additional child tax Tax expenditure Credit $1,000 per child Partial Progressive 54.6 17.1
2,100 for t
Child and dependent care tax credit Tax expenditure Credit 220D c(;r”dvxr/:nor more No Regressive 4.7 1.8
18 for th
Earned income tax credit Tax expenditure Credit 2 erwitldrrzi ormore Yes Progressive 71.2° 19.8
D flexibl i famil
ependent care flexible spending T Tt Rt up to $5,000 per family x tax No R 11 05
account rate
Head Start Provider contracts Direct service $8,454 avg per child N/A Progressive 9.3 9.3
Vouch
Child Care and Development Fund Transfer to states .ouc eror $4,100 avg per child N/A Progressive 5.7 24
provider contracts
T fer th h Vouch
TANF funds used for child care rans er.t .rc?ug states to .ouc eror unknown N/A Progressive 5.4 2.3
individuals provider contracts
TANF funds used for pre-K Transfer to states Contracts unknown N/A Progressive 2.0 2.0
Social Security, children under 18 Transfer to individual Cash benefit S$5,250 avg per child N/A Flat'® 2.9 0.9
Transfer to providers Transfer to
Child and Adult Care Food Program P providers through $691 avg per child N/A Progressive 3.4 3.0

through states
g states

Transfer to individual
SNAP (food stamps) rarl;f;u;hIZt;IIesua > Federal voucher $1,476 avg per child N/A Progressive 2.44 0.8

T fer to individuals, .
ransterto individuals Voucher and direct

landlords et al. through service unknown N/A Progressive 13.312 2.9
states

Housing programs, (rent subsidies,
public housing, project-based)
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https://www.irs.gov/pub/irs-pdf/p501.pdf
http://www.taxpolicycenter.org/model-estimates/options-repeal-child-tax-credit-and-exemption-dependents-july-2016/t16-0134-options
https://www.irs.gov/newsroom/ten-facts-about-the-child-tax-credit
https://www.irs.gov/newsroom/ten-facts-about-the-child-tax-credit
https://www.jct.gov/publications.html?func=download&id=4971&chk=4971&no_html=1
https://www.irs.gov/taxtopics/tc600/tc602
https://www.treasury.gov/resource-center/tax-policy/Documents/Tax-Expenditures-FY2016.pdf
https://www.irs.gov/credits-deductions/individuals/earned-income-tax-credit
http://www.cpa125.com/FSA-Dependent%20Care.htm
http://www.cpa125.com/FSA-Dependent%20Care.htm
http://www.taxpolicycenter.org/taxvox/simplifying-and-targeting-tax-subsidies-child-care
https://www.acf.hhs.gov/ohs/about/head-start
https://eclkc.ohs.acf.hhs.gov/about-us/article/head-start-program-facts-fiscal-year-2016
https://eclkc.ohs.acf.hhs.gov/policy/pi/acf-pi-hs-17-02
https://www.acf.hhs.gov/occ/resource/child-care-and-development-fund
https://www.acf.hhs.gov/occ/resource/characteristics-of-families-served-by-child-care-and-development-fund-ccdf
https://www.hhs.gov/about/budget/fy2017/budget-in-brief/acf/mandatory/index.html#f1
https://www.acf.hhs.gov/ofa/resource/state-tanf-spending-2015-factsheet
https://www.cbpp.org/research/family-income-support/how-states-use-funds-under-the-tanf-block-grant#_ftn11
https://www.acf.hhs.gov/occ/resource/program-instruction-tanf-acf-pi-2005-01
https://www.cbpp.org/research/family-income-support/how-states-use-funds-under-the-tanf-block-grant#_ftn11
https://www.ssa.gov/planners/survivors/onyourown4.html
https://www.ssa.gov/policy/docs/statcomps/supplement/2017/6d.html#table6.d5
https://www.ssa.gov/policy/docs/statcomps/supplement/2017/6d.html#table6.d5
https://www.fns.usda.gov/cacfp/child-day-care-centers
https://www.fns.usda.gov/cacfp/child-and-adult-care-food-program
http://www.gao.gov/assets/690/685775.pdf
https://www.fns.usda.gov/snap/supplemental-nutrition-assistance-program-snap
https://fns-prod.azureedge.net/sites/default/files/ops/Characteristics2015.pdf
https://www.hud.gov/sites/documents/6-TENANT-BASED_RENT_ASSIST.PDF
https://www.hud.gov/sites/documents/9-PUBLIC_HSNG_OPS_FUND.PDF
https://www.hud.gov/sites/documents/24-PROJ.BASED_RENT_ASSIST.PDF
https://www.huduser.gov/portal/datasets/assthsg.html

Distributional
characteristics of federal
programs intended to
support families with

children

The Progressive column of Table 1
provides a gross description of whether
each program is tilted to favor less wealthy
families, i.e., is progressive. Whereas all of
the non-tax code programs, other than
Social Security, are designed specifically to
serve the needs of low-income families,
several of the tax code programs are either
regressive, or only slightly progressive, or
actually exclude the lowest income families.

Figure 1 displays the distribution of benefits

Figure 1. Benefits From the Dependent Exemption by Income Quintile
Lowest Quintile

2%

Second Quintile
16%

Highest Quintile
27%

Middle Quintile
25%

Fourth Quintile
30%

Likewise, the Child and Dependent Care
Tax Credit, which | do not depict in a graph,
is heavily tilted towards more affluent
families: The top quintile of income
receives 35 percent of the total expenditure

from the dependent exemption by quintile ofwhereas the lowest quintile receives 1

family income.'® The break points between
each quintile in 2017 dollars are, in
thousands: $24.9; $48.3; $85.6; & $149.6
(e.g., the income dividing line between
families in the first and second quintile is
$24,900).

Only 1.5 percent of the dependent
exemption goes to families from the lowest
income quintile whereas 58 percent of the
benefits flow to families in the top two
guintiles of income. In other words, most of
the money from the dependent exemption
goes to families that need it least, whereas
hardly any of it goes to the poor.14
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percent.1®

As illustrated in Figure 2, the Earned
Income Tax Credit, in contrast to the Child
and Dependent Care Credit and the
Dependent Exemption, is progressive and
focused on lower income families.®
Virtually no benefits are received by
families in the top two income quintiles.

Figure 2. Benefits From the Earned Income Tax Credit by Income Quintile

Middle Quintile
16%

Lowest Quintile
3%

Second Quintile
47%

The Child Tax Credit is the curious tax
expenditure in terms of distribution of
benefits. It is also the very program that is
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currently a legislative target for expansion.
As illustrated in Figure 3, the benefits are
concentrated in the middle of the
distribution of family income. The middle
quintile gets the largest slice of the pie, 40
percent. The second and fourth quintiles
split most of the remainder. The poor and
the rich get only slivers.’

Figure 3. Benefits From the Child Tax Credit by Income Quintile

Highest Quintile | gyest Quintile
4% 3%

Second Quintile

24%
Fourth Quintile

29%

Middle Quintile
40%

The paltry payout of the Child Tax Credit to
low-income families occurs despite the
benefit being partially refundable under a
provision of the law called the Additional
Child Tax Credit. For example, a family

those doing better but still living in poverty
receive less than they would if they were
making a modestly higher income. The
refundability provisions of the Child Tax
Credit were apparently designed with the
priority of incentivizing work in low-income
families. They do not provide the greatest
benefit to the families with children who are
in greatest financial need.

Current proposals for tax
reforms

Raising children is expensive — about
$10,000 year for one child for two-parent
families earning less than about $60,000 a
year.'® Young children place a particular
stress on family income: 60 percent require
child care because their parent(s) work
outside the home.'® The costs of child care
are high — about $10,000 a year for full time
center-based care.?® There appears to be
wide agreement that the federal
government should do more to support the
needs of families during the most formative
and expensive years of child growth and
development.

with two children with an income of $12,000 At this point in time, all the action on

would claim a child tax credit of $1,000 for
each child -- $2,000 in all. If the family
owes no taxes, as is the case for most low-
income families, they would receive a
refundable credit equal to 15 percent of
every dollar they earn over $3,000. Thus,
this particular family would receive a
payment of $1,350 [($12,000 - $3,000) *
.15], which they would receive in the same
form as a regular tax refund. If they had
sufficient income to owe taxes of $2,000 or
more they would receive the full credit of
$2,000.

The net result of the calculations under the
Additional Child Tax Credit is that the very
lowest income families receive nothing and
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increases of support for families with
children is in the area of tax expenditures. |
focus here on coalescing efforts by the
Trump White House and the Republican
Congressional leadership on tax reform,
which include provisions that would affect
the Child Tax Credit.?* Several specifics of
the proposals that are in play are vague.
And prospects for providing additional tax
relief to parents are up against the political
appetite to make large tax cuts elsewhere
while maintaining some constraints on
deficits.

That said, the Child Tax Credit may be
raised by at least $500 (from $1,000 to
$1,500 per child). The Big Six Unified
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Framework (named for the four
Congressional leaders and two
administration officials who are its
architects) “significantly increases” the
Child Tax Credit without specifying a dollar

relatively strong.?® In comparison, evidence
on the impact of other items on the table
such a repatriation of offshore earnings is
weak or contrary.?*

figure. The “significant increase” is paired in Because reducing taxes on families is an

the Framework with almost doubling the
standard deduction (from $12,700 to
$24,000 for a married couple filing jointly),
which would also benefit young children by
reducing their family’s taxes. However,
what is gained by families from an
expanded Child Tax Credit and an
increased standard deduction is largely
taken back by the elimination of the
dependent exemption. As Elaine Maag at
the Urban-Brookings Tax Policy Center
puts it, the proposed increase in the Child
Tax Credit under the Framework would
“provide no additional benefit for very low-
income families; roughly replace the
Framework’s proposal to repeal personal
exemptions for most middle-income
families; and slightly increase taxes for
higher income families.” There is, she
says, “Nothing to see here.”?> However,
there is hope for better deal for lower-
income families in the vague promise in the
Framework of “additional tax relief that will
be included during the committee process.”

Possibilities for doing
more and doing it better

Spend more.

easy sell to voters whereas reducing taxes
on large businesses is not, we may be in a
situation where evidence on what works
economically and political expediency are
aligned. If the Child Tax Credit is to be the
only vehicle in tax reform intended to
provide direct benefits to lower- and middle-
income families with children, it should be
increased by at least $1,000 — becoming a
maximum $2,000 per child. This would
appeal to lower- and middle-income voters
and would have a positive impact on the
economy.

Help most those in greatest need.

Per the descriptions of progressivity in
Table 1, the federal government’s tax
expenditures on children and their families
disproportionately serve middle- and
higher-income families (with the exception
of the Earned Income Tax Credit). To be
specific, only about 2 percent of the
benefits from the Child Tax Credit,
Dependent Exemption, and Child Care
Credit flow to families in the lowest quintile
of income. Even with the Earned Income
Tax Credit, designed to help low-income
families, those in the lowest quintile of
income receive a smaller percentage of the
distribution than those in the second lowest

A tax reform proposal that provides “nothingquint“e_

to see” for families with children is not
useful if the goal is to provide more support
for children and their families. There are
many competing values and goals for tax
reform. It may be useful to for those in the

As indicated previously, proposed
increases in the Child Tax Credit under the
Framework have little net impact on families
in the lowest quintile of income — the

lead to keep in mind that the empirical baSiSIanguage of the Framework is that “the

for positive returns to individuals, children,
and the economy from putting more money
in the hands of lower-income families is
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credit will be refundable as under current
law.” To the extent that we are going to use
the tax code as a vehicle for supporting
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children and their families, we should spendthe Earned Income Tax Credit into a single

money where it will do the most good and program, and eliminate all the other tax

where, absent federal spending, bad things expenditures listed in Table 1. The

will happen. In other words, spend the combined tax credit programs would beef

most on the poor. up benefits at the lower end of the scale by
spending more and providing for full

In practical terms, this suggests eliminating refundability. It would retain benefits for

tax expenditures that are not substantially middle income families but, as is the case

progressive and that do not load most presently, fade out those benefits so that
benefits into the left side of the income families in the top two quintiles receive very
distribution. The Dependent Exemption, little.

Child and Dependent Care Credit, and

Flexible Spending Account would be Support families directly.

eliminated under this design principle. The _ .
Child Tax Credit could remain, but would ~ The tax expenditures in Table 1 have, from

need to become fully refundable and my perspective, the consistent advantage
applicable to payroll taxes (Social Security compared to the social program
and Medicare) to allow families in the expenditures in Table 1 of putting money

lowest quintile of income to receive at least directly into the pockets and bank accounts
their prorated share of benefits. It might ~ of families with children. There are no.
also be increased more for younger than forinstitutions and bureaucracies that sit in

older children because parents have between families and these benefits other
greater expenses for young children.? than those necessary to collect and
Simplify. distribute the funds — in this case the IRS.

It took me the better part of a week to pull In contrast, most of the social programs

together the information in Table 1, and this listed in Table 1, e.g., Head Start, involve
is a topic | know something about. Heaven intermediaries between the federal benefits

help the individual with many other and their intended beneficiaries. Families
responsibilities who has to wade through ~ get a service paid for by the taxpayer but
this thicket as a consumer of services, they have to deal with a welfare agency or
policymaker, or manager. The nation’s service provider under government contract

interests are not well served by the federal to access it.

government having five major tax

expenditures and seven major social One way forward for simplification and
programs (and another couple of dozen increases in the productivity of the federal
smaller programs) intended to support the investment is to make social programs
needs of children and their families. This is intended to support lower income families
a recipe for what we have, a confusing with children more like tax expenditures —
smatter of programs and spending streams putting more money directly in the hands of
that don’t form a coherent system that can parents to spend on the care and

be managed, evaluated, and improved over development of their children and less
time. money directly in the financial accounts of

states, welfare agencies, and social service

My recommendation on the tax expenditure providers. As former Senator Daniel Patrick

side is to combine the Child Tax Credit and Moynihan used to say, having government
bureaucracies dispense social services to
[ A
AN
CENTER ON
CHILDREN &

FAMILIES
at BROOKINGS

Evidence Speaks Reports, Vol 2, #27



the poor is like “feeding the sparrows by  The second column in the table, entitled
feeding the horses.”?® Vehicle, provides information on the funding
mechanism by which each program
operates. In that context, a tax expenditure
refers to spending through the tax code tied
Present plans for federal tax cuts and to individual tax returns. The other vehicles
reforms are predicated, in part, on helping involve either direct funding of service
families by directly putting more money in  providers by the federal government, e.g.,
their pockets. Those plans need to be Head Start, or transfers to states from the
fleshed out in ways that provide greater federal government, and through them to
benefits for children in families most in needproviders or individuals, e.g., the Child Care
if tax reform is to have maximum impact on and Development Fund. Tax expenditures
economic growth and the opportunities the vs. social programs are grouped separately
nation offers to families that are struggling in the table and color-coded.

economically. The coming legislative

debate and public conversation on the The Type column provides additional detail
details of tax reform provide a significant  on the funding mechanism. Definitions for
opportunity to provide more straightforward the type of tax vehicle described in the table

Conclusion

and effective supports for the needs of will be useful for readers not familiar with
children and their families. Tax reform is anthe arcane language of the tax code:
end in itself, but it can also be the Exemption refers to specified income that is

foundation for future comprehensive reform not subject to federal tax. The value of an
of the entire federal investment in children. exemption is a function of the taxpayer’s
marginal tax rate such that $1,000 in
Appendix exempt income is worth $350 to someone
in the 35 percent tax bracket (who avoids
payment of $350 in tax due), but only $150
to someone in the 15 percent bracket.
Deductions function in the same way as
Table 1 includes a list of programs with an  €X€mptions in that their value goes up with
annual expenditure of at least $1 billion that € taxpayer's marginal tax rate. But, unlike
goes to children or to families conditional of €X€Mptions, they arise from documented
their having children. For example, the ~ €XPenses. For example, a taxpayer must
standard deduction, for provides a tax have child care expenses (and itemize

benefit to many families with children but it them on his or her tax return) to receive a
is not conditional on the family having deduction whereas the same taxpayer does

children, as so it is not included in Table 1. not have to incur any particular expense or
A hyperlink associated with each program Itemize _to take advantage of the dependent
listed in the Program column in Table 1 exemption. Credits are the tax expenditure

provides basic details on the nature and ~ ©f MOst value to the taxpayer in that they
requirements of the program. Budget are direct reductions of taxes owed. Thus, a

information for each program is available ~ $1,000 tax credit is worth $1,000 to any

through hyperlinks associated with the ~ {aXpayer who has at [east that much tax

expenditure totals listed in the last two due. Credits can also be refundable
columns of the table. (exceed the value of the tax due and result

Definitions and detail with respect to Table
1.
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in an additional “refund” to the taxpayer),  form of negative income tax such that the
about which more information will follow.  annual tax return provides an opportunity
for poorer families to receive an income
Type entries for the non-tax programs in ~ boost from the federal government in
Table 1 are self-explanatory, with the addition to any refund they are due on
exception, perhaps, of voucher. Voucher taxes they have paid.
refers to a program that allows the recipient
to choose and pay a provider, in whole or in Progressive and Regressive as used in
part, using some form of chit for Table 1 and the text characterize each
government funds. For example, states program in terms of whether its generosity
typically spend most of their federal Child depends on family income, whereas in
Care Development Fund budget by formal tax parlance progressive and
assigning a voucher of a particular dollar  regressive refer to whether tax rates
value to a parent receiving welfare, who change with income and in which direction.
can then use it to purchase child care from In my usage a “progressive” program
a variety of sources. Head Start, in provides larger dollar amounts to less
contrast, involves contracts with agencies affluent families, whereas a “regressive”
to provide Head Start programs. The parent program does the opposite. For example,
is not a party to the financial transaction.  the dependent exemption is regressive
Likewise, the SNAP program (food stamps) benefit because the dollar value depends
provides nutritional support to families with on the taxpayer’s tax bracket — a family in
young children through vouchers whereas the 35 percent bracket avoids about $1,400
the Child and Adult Care Food Program,  of tax for each dependent whereas a family
which has related goals of underwriting the in the 15 percent bracket avoids only about
costs of food for children from lower-income$600. The earned income tax credit, in
homes, is carried out through transactions contrast, is progressive — it fades out based
between child care centers and on earned income and number of children,
government. and is eliminated entirely once income
reaches about $48,000 for a married couple
Annual value to family provides either a with three or more children.
statutory amount of federal benefit (in the
case of tax expenditures) or the average  The next to the last column in Table 1
expenditure per child (for programs in whichpresents the total annual federal
total expenditure and number of expenditure for the program that is a direct
participants are known but benefits vary benefit for children or is conditional on
with characteristics of individual recipients). children. For programs that provide a
When the statutory tax benefit varies with  benefit based on family size rather than
family size, the tabled value is the children in particular, e.g., food stamps and
maximum. Statutory amounts are taken housing assistance, the total expenditure in
from the 2016 tax year whereas average  Table 1 is that attributed to children in
values are from various agency reports. federal administrative reports or public data.

Refundable indicates whether the taxpayer The last column in the table is an audited or
can receive an additional cash transfer estimated portion of the total expenditure
based on family income and size after his  for children that is for children under age
or her tax obligation reaches zero. This is afive. In some cases, the expenditure for

[

EEEETE———
CENTER ON
CHILDREN &

FAMILIES
at BROOKINGS

Evidence Speaks Reports, Vol 2, #27



children under five is the entire expenditure,
e.g., Head Start. In other cases, it is an
estimate based on federal agency survey or
administrative data. In the remaining
cases, it is derived by taking the fraction of
the total expenditure that the first four years
represent of the total years of a child’s
eligibility. For example, the Child Care
Credit applies to children under 17 years of
age. Thus, the expenditure on children
under five is estimated as 5/16 of the total
expenditure.

All the dollar figures in Table 1 are taken
from the most recent year for which | could
find public data. Differences between 2015
and 2016 data, for example, are
unimportant for the points made in this
paper, but might well be important for other
purposes.
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! https://www.treasury.gov/press-center/press- 19 https://www.brookings.edu/research/why-the-federal-government-

releases/Documents/Tax-Framework.pdf should-subsidize-childcare-and-how-to-pay-for-it/

2 20 |bid

http://projects.washingtonpost.com/congress/105/house/1/votes/350 2* https://www.treasury.gov/press-center/press-
releases/Documents/Tax-Framework.pdf

3 https://fas.org/sgp/crs/misc/R41873.pdf 22 http://www.taxpolicycenter.org/taxvox/child-tax-credit-unified-

4 http://www.politico.com/story/2017/10/09/ivanka-trump-takes-on- framework-nothing-see-here

taxes-243604 2 https://www.brookings.edu/wp-content/uploads/2016/07/Family-
5> Any federal funds that make their way to individuals or social support3.pdf

programs can affect children and families. | restrict my attention to 24 https://fas.org/sgp/crs/misc/R40178.pdf

social programs that have an explicit focus on children and tax 25 https://fas.org/sgp/crs/misc/R40178.pdf

expenditures that are conditioned on a count of children in a family or 26 http://www.washingtonpost.com/wp-

family expenditures made by families on their children’s care. dyn/content/article/2010/10/01/AR2010100105262.html

6 https://www.gao.gov/products/GAO-17-463

7 https://www.childstats.gov/americaschildren/tables/popl.asp

8 https://www.brookings.edu/wp-

content/uploads/2017/03/es 20170309 whitehurst evidence speaks3
.pdf

° Total estimated expenditure reduced by 3% (percentage of recipients
who don’t have children)

10 Social Security benefits to children are calculated as a portion of the
deceased or disabled parent’s basic benefits. They are progressive in
the sense that the maximum benefit is capped at a level such that the
child of an affluent deceased parent gets no more than a child of
middle-income deceased parent. They are regressive in the sense that
the payroll tax that generates the benefit takes a larger percentage of
income for middle-income than for higher-income workers.

11 See Table 3.5 in https://fns-
prod.azureedge.net/sites/default/files/ops/Characteristics2015.pdf for
expenditures on children

12 Author’s calculation based on proportion of units with children and
total budget for each of the three component programs

13 Family income as | use the term here is cash income plus tax-exempt
employee and employer contributions to health insurance and other
fringe benefits, employer contributions to tax-preferred retirement

accounts, income earned within retirement accounts, and food stamps.
14

http://www.taxpolicycenter.org/sites/default/files/alfresco/publication
-pdfs/1001478-Who-Benefits-From-the-Dependent-Exemption-.PDF

15 http://www.taxpolicycenter.org/model-estimates/individual-income-
tax-expenditures-april-2017/t17-0141-tax-benefit-child-and

16 http://www.taxpolicycenter.org/model-estimates/distribution-
individual-income-tax-expenditures-2015-model-version-0515/tax-28

7 http://www.taxpolicycenter.org/model-estimates/options-reforming-
child-tax-credit/distribution-benefits-child-tax-credit-under

18

https://www.cnpp.usda.gov/sites/default/files/crc2015 March2017.pd
f
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