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A refundable Child Tax Credit
would help NC children thrive
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No matter where we come from or what we look like, we all want to provide for
our children and give them every opportunity to thrive. In 14 states across the
country, legislatures have adopted child tax credits that reduce child poverty,
improve wellbeing, and make state tax codes fairer. North Carolina should follow
suit. Legislative leaders in the General Assembly should implement a bold,
fully refundable Child Tax Credit (CTC) for low- and moderate-income
families, choosing the wellbeing of children and communities over policies that
tilt our tax code in favor of large corporations and the wealthy few.

Here are just a few of the benefits North Carolinians can expect from a bold
state CTC:

Dramatic reduction in child poverty

Nearly one in five children live below the poverty line in North Carolina — that’s less than
$29,950 a year for a family of four. CTCs are a proven, poverty-busting tool: in 2021, the
temporary expansion of the federal CTC slashed child poverty in our state by more than 40
percent. A bold state CTC for low- and moderate-income North Carolinians — one that
provides $1,900 for kids under 6 and $1,600 for older children — would reduce child
poverty by nearly one-third, lifting over 100,000 North Carolina children above the
poverty line.

Improved health and wellbeing outcomes

The benefits of a CTC go beyond poverty reduction. A sizeable body of research on tax credits
for low- and moderate-income families has found that these policies are linked to improved
infant and maternal health, and that children see better school performance, increased
college enrollment, and greater lifetime earnings. These outcomes are unsurprising:
households experiencing low-incomes know best what their families need and spend the bulk
of CTC income on basics necessities and child-related spending, such as housing, food,
childcare, and school supplies.




WHAT DOES “FULLY REFUNDABLE” MEAN?

« A “fully refundable” tax credit means that if the value of the credit is higher than the amount of income
taxes a household owes (a.k.a. theirincome tax liability), the difference will be issued as a refund.

« Full refundability ensures that the lowest income families still receive the full value of the credit, and
therefore drives a large part of the poverty-reduction impacts of the CTC.

« Full refundability also corrects for the disproportionate share of income that the lowest-income families
pay in taxes other than income tax, such as sales and property tax.

Increased fairness in an “upside-down” tax code

North Carolina’s tax code is upside-down, meaning that people with the lowest incomes pay
the highest share of theirincome in state and local taxes. NC families with incomes below
$22,000 pay almost 11 percent of their income in state and local taxes, while the richest 1
percent of households pay just 6 percent. In other words, North Carolinians’ incomes are
more unequal after state and local taxes are collected than before. A refundable CTC
would provide a much-needed corrective to our tax code by putting dollars back in the
pockets of regular families — families working in under-compensated but essential
professions in health care, manufacturing, retail, and education.

® An economy that thrives when people have what they need
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North Carolinians know that people drive our economy — as workers, consumers, and
caregivers. Businesses and our economy do well when people are doing well, but poverty
holds back too many in our state from fully participating in economic life. Child poverty in
particular carries enormous economic costs for society in the form of lost productivity,
increased health and crime costs, and increased costs associated with child homelessness and
maltreatment. When North Carolinians have the income that they need to buy nourishing
food, stay safely housed, and access childcare, our economy will benefit from the
contributions that we all have to offer.

The bottom line? NCis a wealthy state that can afford to invest in children

A fully refundable state CTC is a powerful, common-sense investment in children and families
that NC can afford to make. It would cost the state a little over $2 billion each year to establish
a CTC capable of reducing child poverty by almost one-third. By comparison, the scheduled
elimination of the corporate income tax and continued reductions in the personal income tax
rate will mean a loss of over $13 billion in public money per year when fully enacted.

Tax cuts for the wealthy have failed to deliver on promised benefits for regular NC families — it
is past time for legislative leaders in the General Assembly to choose communities over
corporations. A fully refundable state CTC will help families afford the basics, boost local
economies, and slash child poverty levels across the state, with benefits felt in our
communities for years to come.

>k For citations and references go to NCBudget.org/CTCFactSheet




