
I. WHAT IS THE COST-OF-LIVING REFUND? 

The Cost-of-Living Refund is an expanded and modernized 
version of Michigan’s current state Earned Income Tax 
Credit (EITC), which will allow more Michigan families to 
qualify for a larger credit. Michigan’s EITC has already been 
effective in improving tax fairness and providing more 
economic security for working families. Strengthening our 
state EITC to reach more working families, allowing them 
to claim larger state credits, and modernizing the credit to 
include students and caregivers will help us create a 
Michigan that works for everyone. 

The federal Earned Income Tax Credit (EITC), enacted in 
1975, is an income tax credit that helps offset the 
regressive effects of taxes on families with low incomes. It 
rewards work, helps people keep working by allowing them 
to afford car repairs or child care, is a proven-effective 
antipoverty tool, and has long-lasting positive impacts on 
children in families that receive it. It has been so 
successful that it was expanded under both Democratic 
and Republican presidential administrations. 

The specific credit amount depends on the worker’s 
income, marital status and number of children. Workers 
begin to earn it with the first dollar of income, and the 
credit rises as income rises until gradually phasing out at 
higher incomes. An important feature of the EITC is that it 
is refundable, meaning that if the credit exceeds the 
worker’s tax liability, they can still receive the credit in a 
cash refund.  

Nationally in 2016, a family with children received an 
average federal EITC of $3,176, boosting monthly incomes 
by $265. In contrast, a taxpayer without children received 
an average federal credit of $295 that same tax year.1 In 
2018, Michigan families claimed an average federal EITC 
worth about $2,523 for the 2017 tax year and prior years.2 

Families can use the additional income to pay for basic 
necessities, home or car repairs, or pay down debt. 
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THE COST-OF-LIVING REFUND:                
A Bold Proposal to Help Make Michigan’s 
Economy Work for Everyone 

Notes: CA has different income limits; DC allows workers without children       
to claim a credit equal to 100% of federal; MD allows either a refundable or 
nonrefundable credit; MN has a credit not based off of the federal credit; 
MT starts in 2020; WA has a credit but it has not been funded, and WI has  
a credit that varies by number of children (percent shown for 2 children). 

Refundable 

Nonrefundable 

Most States Have More Generous Earned Income 
Tax Credit Than Michigan 
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Michigan is among the 29 states and Washington, D.C. that have decided to augment the 
impact of the federal EITC by implementing their own income tax credits. Michigan’s EITC 
was enacted in 2006 and became effective in 2008. Beginning in tax year 2012, our state 
EITC was reduced from 20% of the federal credit to just 6%. Most states that offer an 
EITC have a more generous credit than Michigan. For example, Michigan has the lowest 
credit of Great Lakes states.  

In 2017, more than 748,500 Michigan taxpayers claimed the state 
EITC with an average credit of $150; however, in 2011, when the 
credit was last equal to 20%, almost 793,200 taxpayers claimed an 
average credit of $446. In 2011, it helped pull more than 22,000 
families above poverty. By 2014, its benefit had dropped but still 
helped pull about 6,500 families above poverty. 

Like the EITC, the Cost-of-Living Refund is designed to encourage 
work while also boosting the incomes of Michiganders with low to 
moderate incomes and improving tax fairness in the state. It would 
expand and modernize our current state EITC. Here’s how: 

 The Cost-of-Living Refund would provide a basic $1,200 credit 
or up to 50% of the federal EITC, whichever is higher, (a 
significant increase from our current 6%) for Michigan families 
earning less than $75,000 ($37,500 if not raising children). 

 The amount of the credit would depend on the number of 
children in the household and income level. If the credit were in 
place for 2019, families with three children would receive a 
credit up to $3,279 while a one-child family would see up to 
$1,763. 

 The Cost-of-Living Refund also expands eligibility by including 
young workers not raising children in their own homes under 
the age of 25, students who are pursuing higher education at 
least half-time, and caregivers caring for a child under 6, a 
family member with a disability, or a relative over the age of 70. 

 The credit would be available in monthly installments, allowing 
families to better make ends meet by covering monthly bills. 

 Like the EITC, the Cost-of-Living Refund is fully refundable. It 
would be paid for by eliminating Michigan’s unfair flat income 
tax and replacing it with higher tax rates on incomes over 
$250,000. 

Cost-of-Living Refund Would Provide a Cost-of-Living Boost to 
Nearly 3.6 Million Michiganders 

The Cost-of-Living Refund would provide an income boost to nearly 3.6 million 
Michiganders, including 1.4 million children. About 34% of Michigan families would 
benefit, including about 43% of taxpayers making under $105,000 a year. Over 50% of 
Michigan children would benefit from the Cost-of-Living Refund. At its current rate and 

 

Source: Michigan Department of Treasury 
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Tax Year
(percent) Claimants Average 

Credit 

2008 (10%) 711,357 $204 

2009 (20%) 782,600 $432 

2010 (20%) 783,370 $435 

2011 (20%) 793,180 $446 

2012 (6%) 772,280 $138 

2013 (6%) 780,502 $140 

2017 (6%) 748,597 $150 

2016 (6%) 770,475 $148 

2015 (6%) 756,934 $145 

2014 (6%) 775,491 $143 

Number of EITC 2019 Cost-of-Living 
Children (Single — Married) Refund 

 NONE $15,570 — $21,370 $37,500 
  
 $41,094 — $46,884 $75,000 

  
 $45,703 — $52,493 $75,000 
 

 $50,162 — $55,952 $75,000 

Income Limits (Single — Married) 

+ 
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income limits, only about 16% of Michigan families receive the EITC, and only 37% of 
Michigan children benefit.  

The amount of the credit would, like the EITC, still depend on the taxpayer’s income level 
and the number of children in the family. Michiganders with three kids making between 
$14,500 and $18,000 would receive the largest credit—about $3,279. A family in the 
same income bracket with two children would receive a credit of about $2,914. 

The Cost-of-Living Refund also recognizes the importance of caregiving and pursuing 
further education. Under current law, a family must have earned income—either through 
an employer or self-employment—in order to qualify. This ultimately means that many 
students and people caring for young children, elderly family members or family 
members with a disability cannot qualify for the EITC. The Cost-of-Living Refund would 
provide these individuals with a basic credit of $1,200 even if they have no income, 
acknowledging that they do work and contribute to Michigan’s economy. 

Young workers end up in the same situation with the EITC. Under current federal 
requirements, young workers—those under age 25—do not qualify for the EITC unless 
they have children. This leaves many young workers not raising children in their own 
homes—including noncustod-
ial parents and recent college 
graduates just starting their 
careers—being taxed into or 
further into poverty through 
our state and federal tax 
codes. The Cost-of-Living 
Refund rectifies this by allow-
ing single workers without 
children to qualify for a credit 
worth up to $1,200. 

Who Benefits From the Cost-of-Living Refund? 

Source: Institute on Taxation and Economic Policy, 2018 
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 Bottom Second Middle Fourth Next  
 20% 20% 20% 20% 15% Next 4% Top 1% 

Average Income $13,000  $31,000  $52,000  $83,000  $143,000  $304,000  $1,412,000  

Percent Eligible 68% 61% 29% 13% — — — 

Average Credit 
(for those with a credit) $1,368 $1,312 $1,250 $1,122 — — — 

Share of Total Credit 41% 35% 16% 7% 

INCOME GROUP 
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Households With Children Households Without Children 

$1,763 $2,914 $3,279 

Maximum Credit by Household Type 

Note: If in effect for tax year 2019  

 Worker Caregiver Student 

$1,200 $1,200 $1,200 
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Giving a Hand Up to Michigan Taxpayers With Low and Moderate Incomes  

Michigan’s economic recovery is often discussed, but the recovery hasn’t affected all 
Michiganders equally and many still feel left behind. While only 1 in 6 Michigan residents 
live below the poverty line, even more (1 in 3) live with low incomes and still struggle to 
make ends meet—pay for housing, food, child care, transportation and healthcare—let 
alone get ahead or save for college or retirement. 

Unfortunately, at the same time, Michigan lawmakers have continued to implement 
policies under the guise of “getting people back to work,” when they really just kick needy 
families off of much-needed programs. For example, lawmakers have implemented a 
strict 48-month lifetime limit on cash assistance, resulting in many Michiganders being 
denied assistance even though extreme poverty remains high. Additionally, while many 
states were eliminating their asset tests on food assistance, Michigan implemented its 
own, making many families who are going through a temporary struggle—such as a job 
loss or the death of one of the family’s main workers—ineligible for help with buying food.  

Unlike these policy changes, the Cost-of-Living Refund would provide many Michiganders 
a hand up. It would help Michigan families address challenges and pay for basic needs, 
pay down debt, and perhaps get ahead. Michigan should pursue the Cost-of-Living 
Refund to help right-size our upside-down tax code, give a hand up to Michigan workers 
who have been left behind by the recovery and state policy changes, and to have a 
lasting benefit on Michigan’s residents and communities statewide. 
 
 

II. MAKING MICHIGAN’S TAX CODE FAIRER  

Michigan succeeds when all of its residents are successful. Despite the state’s recent 
recovery, many Michiganders continue to struggle with their basic needs while the 
richest residents see rising incomes. This is in part because Michigan’s overall state tax 
code makes it harder for its residents with low to middle incomes to succeed.  

Michiganders in Top 1% Earn an Average Income of $1.2 Million 

Source: Institute on Taxation and Economic Policy, Who Pays? A Distributional Analysis of the Tax Systems in All 50 States, 6th Edition, 2018.  
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Michgan’s tax code is upside-down, meaning taxpayers with low incomes pay a higher 
portion of their incomes in state and local taxes than wealthier Michiganders. While 
Michigan’s income tax is slightly progressive despite its flat rate due to refundable 
credits—like the Homestead Property Tax Credit, also called the circuit breaker, and 
Earned Income Tax Credit—Michigan’s sales, gas and property taxes are highly 
regressive. Michigan’s poorest taxpayers ultimately pay an overall state and local tax 
rate over one and a half times the rate of Michigan’s richest residents. 

Michiganders With Low Incomes Pay More of Their Income in Taxes 

Of the 41 states with a broad-based income tax, Michigan is one of nine states with a flat 
income tax—currently set at 4.25%. Michigan’s flat tax requirement is set in the state 
constitution so any change toward a graduated income tax—like the federal income tax—
would require a vote of the people. Flat income taxes are generally regressive, meaning 
even though the same rate is levied on all levels of income, lower income taxpayers pay 
a higher percentage of their income in taxes. However, because of income tax credits 
like the circuit breaker, and the state EITC, Michigan’s income tax is somewhat 
progressive. The most vulnerable Michiganders, making less than $17,600 a year 
($10,000 a year average), pay 0.7% of their income in income taxes. The middle class—
making between $33,000 and $57,100 a year (average $43,000)—pay an effective 
income tax rate of 2.7%. The richest Michigan residents, making more than $422,100 a 
year ($1,245,000 on average), pay 3.8% of their incomes in income taxes.  

However, Michigan’s highly regressive sales and property taxes more than offset the 
slight progressivity of its income taxes. Combined, the poorest 20% of Michigan 
residents pay 9.6% of their incomes in property, sales and other excise taxes—about four 
times the effective property, sales and excise tax rate of the richest Michiganders. This 
is because taxpayers with low to moderate incomes spend more of their monthly 
incomes on basic needs, such as housing, transportation and toiletries, than taxpayers 
with higher incomes, and these items are subject to regressive property and sales taxes. 
Ultimately, this means that Michigan’s taxpayers with the lowest incomes pay the 
highest share of their incomes in state and local taxes, and the highest income earners 
pay the lowest share. 

Michigan Sales and Excise Taxes Are Highly Regressive 

Source: Institute on Taxation and Economic Policy, Who Pays? A Distributional Analysis of the Tax Systems in All 50 States, 6th Edition, 2018.  
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2011 Tax Shift Left Taxpayers With Low to Moderate Incomes Behind 

Part of Governor Rick Snyder’s first budget included a significant tax shift from 
businesses to individuals. To help pay for a tax cut for businesses, the administration 
and Michigan Legislature cut or eliminated tax benefits for  residents, including reducing 
the state Earned Income Tax Credit (EITC) from 20% of the federal credit to 6%. In 2011, 
more than 793,000 Michigan taxpayers received an average credit of $446. The next 
year, this benefit had dropped to an average of $138. 

In tax year 2017, more than 748,500 taxpayers received an average credit of $150. 
However, had the credit been worth the 20% it used to be, the average credit would have 
been worth $500. The additional $350 could have gone far in helping families make a 
home or vehicle repair, catch up on bills, pay down debt or simply make ends meet. This 
would have allowed nearly $262 million more to flow into local economies than at the 
current rate. 

In recent years, many of the changes made as part of 
that initial tax shift have been reconsidered. Each 
legislative session, lawmakers have introduced and 
voted on bills that would restore credits for charitable 
giving. In addition to introducing bills to restore the 
generous exemptions for certain retirement income, 
lawmakers have made tweaks to these exemptions to 
lessen the impact of the tax. What’s more, a triggered 
income tax rate cut that disproportionately benefits 
wealthy taxpayers was enacted, which will eventually 
eliminate our income tax and rid the state of our most 
progressive tax in our tax code. Even though bills to 
restore our EITC to previous levels, or boost it even 
beyond, have been introduced each legislative session, 
there has been no movement on the bills, leaving 
taxpayers with low to modest incomes still behind. 

The Cost-of-Living Refund Will Help Make 
Michigan’s Tax Code Fairer 

Because Michigan’s tax code relies predominantly on regressive sales and property taxes 
and constitutionally-mandated flat income tax, refundable income tax credits remain the 
best way to make our tax code fairer. The Cost-of-Living Refund would enhance our 
current EITC by increasing the credit and expanding the income eligibility to $75,000 
($37,500 if the taxpayer has no children). The credit would be paid with by changing our 
constitution to allow a graduated income tax and by raising taxes on the top 5% of 
Michigan taxpayers. The proposal would create a graduated income tax with four 
brackets: $0+ at the current 4.25% rate; $250,000+ at 6%; $500,000+ at 8%; and 
$1,000,000+ at 10.25%. 

It’s important to note that these new rates would not be levied on income as a whole. 
Instead, the higher rates would only be levied on the income above the lower limit. So a 
taxpayer who has taxable income of $300,000 would pay the current 4.25% on the first 
$250,000 in income and would pay the 6% rate on the income above $250,000. Only 
about 2% of Michigan taxpayers would see a tax increase under this plan. 

 

Michigan’s EITC Could Go a Lot Further 

Sources: Michigan Department of Treasury, League Calculations, Institute on 
Taxation and Economic Policy  
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Implementing a graduated income tax and enacting the Cost-of-Living Refund would help 
rebalance our tax code. Taxes should be based on the ability to pay, with higher-income 
earners able to pay more in state and local taxes than earners with lower incomes.  

Under the plan, taxpayers in the bottom 80% would see their effective tax rate decrease. 
Instead of our poorest taxpayers, those making less than $17,600 a year, paying 10.4% of 
their income in state and local taxes, they would pay 1.8%. Michigan’s middle class 
would go from paying 9.2% of their income in state and local taxes to 7.9%. Only 
taxpayers among the top 1%, making on average of $1.2 million, would see a significant 
tax increase going from spending 6.2% of their income in state and local taxes to 9%. 
And we shouldn’t shy away from raising taxes on the top 5% of taxpayers, as these 
Michiganders are the ones who benefitted most from the federal tax cuts enacted in 
2017. 

It’s interesting to note that under this proposal, many taxpayers in the top 20% will see no 
or little change in their overall tax burden, and will still pay lower effective tax rates than 
middle class and upper-middle class taxpayers. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disputing the Millionaire Migration Myth 

Taxing millionaires and other high-income earners at higher rates will not cause them to 
move their families to a different state, nor will it cause economic decline. Over the past 
two decades, a number of states and the District of Columbia have enacted rate 
increases targeted to high-income earners (a “millionaire’s tax”) as a way to raise much-
needed revenue. A recent analysis of seven states (California, Connecticut, Maryland, 
Minnesota, New Jersey, New York and Oregon) and the District of Columbia that have 
millionaire’s taxes showed that seven of these states had per capita income growth at 
least as strong as their neighbors, six had economic growth at least as good as their 
neighbors, and five states had job growth at least as strong as their neighbors.3  

Right-Sizing Michigan’s Tax Code 

Source: Institute on Taxation and Economic Policy, 2018 
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Additionally, a 2016 analysis of the roughly 500,000 families with income of $1 million or 
more showed that only 2.4% of these families moved states in any given year, compared 
to 2.9% among the general population.4 In fact, state migration was actually highest for 
taxpayers with low incomes at a rate of 4.5% for taxpayers earning around $10,000.5  

While taxes may be a factor that companies and families use to decide whether to move 
to a state, it is not the sole factor nor likely one of the most important factors. 
 
 

III. NOW IS THE TIME TO PROVIDE WORKERS A HAND UP 

In 2010, Michigan, like the rest of the nation, began to emerge from the Great Recession, 
a recession that hit our state longer and harder than any other state. Michigan’s decade-
long recession in the first part of the 20th century resulted in more than 850,000 lost 
jobs, near record-high levels of unemployment and rising poverty. Although the state is 
nearing a decade of expansion, many Michigan residents feel the recovery has left them 
behind. Now is the time to establish a Cost-of-Living Refund to not only help Michigan’s 
taxpayers with the lowest incomes, but also those working families, including students 
and caretakers, that have been left behind with the growing divide between Michigan’s 
upper-income residents and the rest of us. 

Too Many Michigan Families Struggle to Make Ends Meet 

While Michigan’s poverty rate has finally dropped below levels we saw in 2008, too many 
Michigan residents still struggle regularly, and nearly one-third of Michigan residents live 
with wages that put them either in poverty or with low incomes (below 200% of poverty). 
Many of the residents who fall above poverty but still are unable to make ends meet are 
ineligible for benefits, such as cash or food assistance or healthcare through Medicaid. 

The Cost-of-Living Refund can 
build on the effectiveness of 
the Earned Income Tax Credit 
(EITC) as an anti-poverty tool. 
In tax year 2015, the state 
EITC helped pull about 6,550 
families above the federal 
poverty level, but when the 
state EITC was last 20% in 
2011, it helped pull about 
22,000 Michigan families 
above the federal poverty 
level. With the Cost-of-Living 
Refund being equal to 50% of 
the federal credit, the credit’s 
anti-poverty capabilities will be 
multiplied.  

Over the past decade, both 
Michigan and the nation as a 
whole have seen incomes 

Single parent Two parents 
with two kids with two kids 

 Annual Monthly Annual Monthly 

Extreme Poverty (50% FPL) $10,116 $843 $12,733 $1,061 

Poverty (100% FPL) $20,231 $1,686 $25,465 $2,122 

Low-income (200% FPL) $40,462 $3,372 $50,930 $4,244  

Minimum Wage $19,240 $1,603 $19,240 $1,603 

Amount minimum wage  
     earnings are below FPL $991 $83 $6,225 $519 

Note: Full-time minimum wage for one parent calculated based on $9.25 per hour, 2,080 hours per year. 

Minimum Wage Workers in 2018 Still Fell Below Poverty Levels 
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Source: Federal Poverty Level determined with U.S. Census Bureau Poverty Thresholds; please note, census 
poverty thresholds may differ from poverty guidelines for the purposes of determining assistance eligibility.  

 



grow, but Michigan’s income growth has lagged behind both the nation and many 
neighboring states. In 2008, Michigan’s median household income ($48,591) was less 
than $3,500 below the nation’s median household income ($52,029). By 2017, this gap 
had grown to nearly $5,500, with Michigan’s median household income sitting at $54,909 
compared to the national median household income of $60,336. This means that over 
the past decade, Michigan’s median household income grew 13% while the national 
median household income grew 16%. Over the same period, only Illinois and Indiana saw 
slower growth than Michigan of neighboring states. Both Wisconsin and Minnesota saw 
more robust household income growth than Michigan, with Minnesota’s median 
household income growing by about 19.4%. What’s more is that Illinois, Minnesota and 
Wisconsin also had higher median household incomes than Michigan in 2017.  

However, incomes are becoming 
more concentrated in high-earning 
households. In 2017, according to 
the most recent census data, the 
top 20% held 50% of the total 
amount of Michigan’s income 
while the bottom 20% held less 
than 3.5%. What’s more, the top 
5% held nearly 22% of the state’s 
total income. A recent analysis 
tells a similar story. In 2015, 
Michigan ranked as the 15th most 
unequal state in terms of income 
inequality, and this income 
inequality has been growing since 
the 1970s. The top 1% took home 
17.8% of all the income in 
Michigan and made 21.4 times 
more than the bottom 99%.6  

The Cost-of-Living Refund can help build on the minimum wage increases that have been 
enacted in Michigan. In 2014, former Governor Snyder signed into law changes that 
gradually increased the minimum wage from $7.40 to $9.25 an hour starting in 2018. In 
2018, through a citizen-initiated petition and legislative action, Michigan’s minimum 
wage will reach $12.05 by 2030—roughly 20 to 30 cents per hour increases per year.7 

Robust state EITCs—which are similar to the Cost-of-Living Refund being proposed 
here—work in concert with minimum wage increases to really boost incomes, improve 
self-sufficiency, and lessen the gap between high-income earners and families with low 
incomes.8 Enacting the Cost-of-Living Refund as our minimum wage increases would 
have a significant impact on Michigan families with low and moderate incomes. 

Jobs Trends Show Need for the Cost-of-Living Refund 

Michigan’s unemployment rate has declined significantly since its near 15% high during 
the recession, but this does not show the full picture of Michigan’s economy and job 
market. For many in Michigan, high-wage jobs remain out of reach due to systemic 
barriers that make workers unable to access postsecondary education or certifications, 

Highest Income Earners in Michigan Hold Most of State's Total Income 

Source: American Community Survey, 5-year estimates, 2017 
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such as having unreliable child care or lacking transportation. This leaves many workers 
stuck in low- to moderate-wage jobs with no ability to climb the ladder or having to 
cobble together multiple jobs to make ends meet. 

In the most recent United Way ALICE (Asset Limited, Income Constrained Employed) 
Report, low-wage jobs continued to dominate job trends, with 61% of all Michigan jobs 
paying less than $20 per hour, and almost two-thirds of these jobs paying less than $15 
per hour.9 Using the ALICE standard, a single person in 2017 needed to work full time 
making $10.52 per hour. A married couple with two children, one infant and one 
preschooler, needs to have combined wages of $61,272 a year, or an average hourly 
wage of $30.64. Many of the most common jobs would not allow a family to make ends 
meet, and a single adult would need to work many of these jobs full time or nearly full 
time.10 In 2017, the average hourly wage of all employed persons was $23.22. However, 
of the 10 occupations with the most people employed, nine paid less than the average 
hourly wage.  

 

 

 

In the next several years, lower-wage jobs will continue to dominate the workforce. The 
most job openings are anticipated to be in food service, including fast food, which 
continues to have wages at or near the minimum wage. Where Michigan projects the 
most growth, some jobs, including home health aides (44%) and personal care aides 
(36.6%), still have wages that top out at $12 per hour.11  

Occupation 
Number Average Hourly 

All 4,317,830 $23.22 

Retail Salespersons 146,550 $13.19 

Fast-food and Fast-casual Restaurant Counter Workers 123,890 $10.59 

Production Team Assemblers 111,560 $17.98 

Customer Service Representatives 90,310 $17.62 

Waiters and Waitresses 80,880 $11.50 

Laborers and Hand Freight, Stock and Material Movers 74,030 $14.93 

Registered Nurses 96,680 $34.29 

Office Clerks 95,110 $17.02 

Cashiers 90,600 $11.15 

Stock Clerks and Order Fillers 59,060 $13.38 

Source: Bureau of Labor Statistics, Occupational Employment Statistics, May 2018, Released April 2019  
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Practically all of the high-demand, high-wage jobs 
projected to open in the next several years require a 
postsecondary certificate or degree or licensure, and 
those that don’t require some on-the-job training.12 
However, for many Michigan residents, the costs of 
obtaining a postsecondary education, certification or 
degree are a barrier or students have to take on 
increasing amounts of debt in order to pursue 
college.13 In fact, less than 40% of Michigan’s popula-
tion has an associate degree (9.3%), bachelor’s 
degree (17.1%), or graduate or professional degree 
(11%). Higher-wage in-demand jobs are inaccessible 
to roughly 60% of Michigan adults due to lack of 
higher education or training, and many will remain 
stuck in low-wage jobs, making it difficult for them to 
make ends meet. 

The Cost-of-Living Refund recognizes the important—
but unpaid—work that students do by allowing them 
to receive a $1,200 basic credit if they have low or no 
incomes. Many students are not currently eligible for 
federal or state EITCs because they are either young 
and childless or because they have no other earned 
income. In light of the need for higher-skilled workers, the state should be breaking down 
barriers to accessing postsecondary education. The Cost-of-Living Refund helps give a 
boost to these students, offsetting the high cost of attaining a post-secondary education, 
and may allow them to go farther and earn higher wages as an adult. 
 
 

IV. COST-OF-LIVING REFUND WOULD BENEFIT ALL MICHIGAN 
COMMUNITIES 

The Cost-of-Living Refund, like our current state EITC, would benefit Michiganders of all 
races and ethnicities statewide, including urban and rural areas. Additionally, the Cost-of-
Living Refund would boost economic activity in the areas where it is received and have 
long-lasting positive impacts on children who receive it.  

Cost-of-Living Refund Has Statewide Benefits 

One of the biggest complaints about the Earned Income Tax Credit is that it does not 
help enough families and there is a misconception that it does not have a stronger 
impact outside of our urban cores. Income limits set by the federal government dictate 
who qualifies for our state EITC, and these limits mean only about 16% of our families 
currently qualify for the credit. And while urban communities tend to see the bulk of the 
EITC returns in terms of sheer numbers (largest number of filers with the EITC in Wayne, 
Macomb, Oakland, Kent and Genesee counties), our current EITC actually has a 
statewide impact when looking at the EITC recipients as a percent of the total tax returns 

More Than 60% of Michiganders Lack a Postsecond-
ary Degree or Certificate 

Sources: American Community Survey, 5-year estimates, 2017 
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filed in each county. In fact, more than 1 in 5 taxpayers in Lake County received an EITC 
in tax year 2016, and about 20% of filers in Wexford, Clare and Muskegon counties 
received the EITC (Wayne County still had the highest percentage of EITC recipients).  

The EITC could do so much more, though. By expanding income limits to $75,000 
($37,500 if the household has no children), more than 1 in 3 Michigan families (34%) 
would qualify for the Cost-of-Living Refund. Lake, Oscoda, Clare, Gogebic and Iron 
counties come out on top when looking at the percentage of families that could qualify 
for a credit based on the number of households falling below $75,000 in income ($37,500 
if no children are present regardless of marital status). In terms of numbers of families 
that would benefit, the counties of Wayne, Oakland, Macomb, Kent and Genesee would 

Current EITC Recipients by County 
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Source: Analysis based on Department of Treasury data, EITC filers and all filers by county, tax year 2017 



still have the greatest number of families eligible for the Cost-of-Living Refund, but this 
is likely a result of the fact that they have the largest populations.  

 

 

 

Childless Adults—and Some Workers Without Incomes—May Qualify 

Quirks in the federal tax code make many adults—including caregivers, noncustodial 
parents and workers just starting their careers—ineligible for the Earned Income Tax 
Credit (EITC). To begin with, an EITC recipient must have earned income from a job or 
self-employment; caring for a child or an elderly or disabled relative does not qualify as 
work, nor does attending higher education at least half time. Students, parents and 
adults caring for ailing parents or relatives are working, and the Cost-of-Living Refund 
recognizes these individuals’ contributions by allowing them to qualify for a basic credit 
of $1,200 or up to 50% of the federal EITC, if they would have been eligible. 

Cost-of-Living Refund Could Benefit Families All Over the State 

Source: League analysis of American Community Survey, 5-year estimates, 2017 of Michigan households with children 
under $75,000 and childless households with less than $35,000 in income  
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Additionally, childless adults remain as the sole group that state and federal tax codes 
tax into or deeper into poverty, and poverty rates among young adults in Michigan remain 
high, especially for young adults of color. Single adults without children must be at least 
25 or under 65 in order to qualify for a federal EITC. This leaves many childless adults, 
including some parents who do not have custody of a child for tax purposes but are still 
helping raise the child, out of eligibility for the credit. If a childless adult does qualify, he 
or she only receives a very small amount federally, which significantly reduces their state 
credit. In tax year 2018, childless adults are only eligible for a credit of up to $519, which, 
at 6%, only affords them a $31 state tax credit. The Cost-of-Living Refund remedies this 
by affording workers not raising children in their own homes making less than $37,500 a 
credit worth up to $1,200. 

An Important Tool in Racial Equity 

Due to systemic structural barriers, 
workers of color are often more likely to 
earn poverty-level wages than White 
workers. State-level EITCs help offset the 
disparate racial impact of regressive 
taxes like the sales tax by boosting the 
after-tax income of households with low 
incomes. Additionally, while state EITCs 
serve a larger number of White 
households, due in part to population size, 
they serve a larger proportion of people of 
color. A recent analysis of EITC-eligible 
households nationally show that about 
half of all EITC-eligible taxpayers are 
White. The same report found that nearly 

40% of eligible households are Black or Latinx working class families.14 However, a 
higher proportion of households of color are helped by the EITC because they make up a 
smaller percentage of our current population. Another analysis estimates that, overall, 
average state EITCs for non-White or Latinx-headed households are $120 higher than, 
and boost more families out of poverty than, EITCs for White, non-Latinx households.15 

The Positive, Long-Lasting Benefits the Cost-of-Living Refund Has on Children 

Our state EITC, in combination with the federal EITC, has long-lasting positive impacts on 
the lives of children in families who receive it, and it helps these children into adulthood. 
In addition to helping pull families, including children, above the poverty line, the EITC 
also helps improve child health from the start—by improving maternal health and 
prenatal care and reducing low-birthweight and premature births. Multiple studies have 
also found that young children in households that receive an income boost from the EITC 
do better and go farther in school, and ultimately the EITC increases the chances of 
students being able to attend and/or afford college. Children in families receiving the 
EITC also tend to go on to earn more as adults. This income boost is especially 
important for kids of color who have poverty rates two to three times higher than rates 
for White children. The Cost-of-Living Refund would have the same—if not a larger—
impact on kids in our state as more families would qualify for larger credits. 

Poverty Rate Highest for Young Adults 
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Boost to the Local Economy 

Many workers earning low to moderate wages still struggle to pay for basic necessities, 
like housing, food, transportation costs or child care, let alone get ahead or pay down 
debt. The income boost of our current federal and state EITCs help families make ends 
meet. Because our current credit is refundable, this is money that is spent in the local 
economies, and without the EITC likely would not be spent. Even with a credit as small 
as 6%, in 2016, up to $114 million was put back into local economies by virtue of the 
EITC. 

The Cost-of-Living Refund would grow this local impact. The Cost-of-Living Refund 
would provide a basic credit of $1,200 or up to 50% of the federal EITC. Under current 
law, a family earning a low income with three or more kids receives a state EITC of up to 
$393; the Cost-of-Living Refund would increase this credit to up to $3,279. Currently, 
single workers not raising children in their own homes either receive no federal or state 
EITC, or receive a very small one; the Cost-of-Living Refund would allow these workers 
not raising children in their own homes to receive a credit of up to $1,200. This would 
put more than $2 billion back into the local economies, as recipients use the credits to 
pay for basic needs they otherwise wouldn’t be able to afford. 
 
 

V. MODERNIZING AND ENHANCING OUR EARNED INCOME TAX 
CREDIT  

Michigan thrives when all of its residents thrive. Unfortunately, many Michiganders 
continue to struggle and be left behind by our growing economy. Our current EITC is a 
proven-effective anti-poverty tool that encourages work and helps boost local 
economies. However, it could go farther, and the Cost-of-Living Refund makes some key 
improvements on the credit to help more families and provide them larger credits. 

More families would qualify for the Cost-of-Living Refund than currently qualify for our 
state Earned Income Tax Credit due to increases in income limits. Currently, income limits 
for our state EITC are set by the federal tax code, and these depend on whether the 
taxpayer is married and how many children he or she has. For example, for tax year 2019 
a single worker without kids could only make $15,570, which is a little over poverty 
levels, and a married couple with three kids could make up to $55,952 to receive the 
credit. This leaves out many families who still struggle to make ends meet. 

The Cost-of-Living Refund recognizes that the EITC income limits are outdated for our 
current economy. Under the proposal, households with children could make up to 
$75,000, and childless households up to $37,500, and still qualify for the credit. 

The Cost-of-Living Refund extends the credit to adults without children and noncustodial 
parents. Childless adults currently only receive a very small credit ($32 state credit) or no 
credit at all. This results in many workers not raising children in their own homes being 
taxed into or deeper into poverty by federal and state tax codes. The Cost-of-Living 
Refund eliminates age limitations on the credit so that young workers just starting their 
careers qualify for a credit. This, in addition to the direct increase in the credit amount, 
allows childless adults, including noncustodial parents who still help raise their children, 
to qualify for a bigger income boost. 



The credit recognizes the important contributions of caregivers and students. Because our 
current Earned Income Tax Credit requires earned income through employment or self-
employment, students and caregivers often do not receive a credit. Under the Cost-of-
Living Refund, people attending college half time or caring for a child under 6 or an 
elderly or disabled relative will receive a basic credit even if they have little to no earned 
income. 

In Michigan, many families face the difficult decision to place a child into child care in 
order to work. Child care has been and will continue to be a significant expense for 
working Michigan families. According to recent data, a married family with two kids, an 
infant and a 4-year-old, in center-based care will spend $19,281 annually for child care. 
This could end up taking up more than 22% of the family’s annual income, and more than 
75% of the income of a married couple with two kids at the poverty line.16 Because of 
this high cost, families often make the hard decision to leave the workforce and care for 
a child. 

Similar decisions are made when adults need to care for an aging parent or disabled 
relative. Michigan’s population is aging; recent analysis estimates that Michiganders 
over 65 will outnumber children under 18 by 2025.17 There are care facilities available, 
but they are expensive. Individuals can access Medicaid for assistance in covering the 
cost of certain care, including long-term care, but rules require a person to spend down 
his or her assets in order to qualify, leaving very little money to live on. The Cost-of-Living 
Refund recognizes that families may make decisions to stay home and care for a child or 
elderly or disabled relative and allows them to qualify for the credit. 

No one disputes the importance of higher education. Many of Michigan’s top-paying jobs 
require a certification or degree above and beyond a high school diploma or GED. Poverty 
rates also fall as higher education attainment is achieved; in adults 25 or older, nearly 
30% of people with less than a high school diploma fall into poverty, while only 4.5% of 

those who reach a bachelor’s degree or 
higher were in poverty in 2017. 
However, the cost of starting at a 
community college or a four-year 
university is often a barrier, or students 
must take hefty student loans to 
attend. Under the Cost-of-Living 
Refund, students from families with low 
incomes attending school at least half 
time would qualify for the credit, even if 
they don’t have any earned income. 

The Cost-of-Living Refund gives a much- 
needed boost to incomes through a 
significantly larger credit. Currently, 
Michigan’s Earned Income Tax Credit is 
worth 6% of the federal credit. This 
means that, for tax year 2019, childless 
taxpayers can only receive up to $32 in 
state credits; taxpayers with one child 
could see up to $212; with two children 
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Poverty Rate Among Michiganders Without Postsecondary 
Education is Higher 

Source: American Community Survey, 5-year estimates 2017  
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could see up to $350; and taxpayers with three or more children could receive a 
credit worth up to $393. The state credit currently averages $150. The Cost-of-
Living Refund would instead provide a basic credit of $1,200 or 50% of the federal 
credit, providing a significant boost to families’ after-tax incomes. 

This proposal would be paid for by raising tax rates on high-income earners, helping 
right-size Michigan’s upside-down tax code. Michigan has been experiencing tight 
budgets over the last several years. Lawmakers have decided to dedicate revenue 
growth to existing needs, resulting in tough decisions in other budget areas. 
Additionally, the Legislature has often opted to create future tax cuts instead of 
making the tough decision to raise revenues. This has resulted in a dwindling 
General Fund—adjusted for inflation, current general fund revenue levels are below 
1968 levels, the year our income tax was first in effect—and total state revenues 
well below our constitutional revenue limitation. Instead of attempting to work 
within the confines of our current budget, we propose paying for the tax credit by 
eliminating the constitutional requirement for a flat tax and implementing a 
graduated income tax, levying higher tax rates on incomes above $250,000. 

This would help right-size our upside-down tax code. Currently, taxpayers with the 
lowest incomes pay the highest share of their incomes in state and local taxes 
(10.4% of their income goes to state and local taxes) while taxpayers in the top 1% 
pay the lowest share (6.2%). By increasing marginal tax rates on incomes over 
$250,000 and providing a generous tax credit to over one-third of Michigan families, 
our tax code would look a lot fairer. 

Policymakers should to consider whether it makes sense to continue paying the 
credit in a lump sum or if providing monthly distributions would provide more help to 
Michigan families struggling to make ends meet every month. Many EITC recipients 
use their lump-sum payments to help pay down debt or pay deferred expenses, 
such as car repairs. The fact that current federal and state EITCs are paid out in a 
lump sum may make it difficult for these families to use their credits for monthly 
expenses—like housing or food—even though their wages often do not cover the full 
cost of those expenses. While some families prefer receiving the one-time bump in 
incomes to make larger purchases, like replacing an old and failing appliance or 
making car repairs or getting new tires, it may be worthwhile to determine whether 
paying a family’s anticipated credit in monthly amounts would help them be more 
able to pay monthly expenses instead of taking on debt. 

Households With Children Households Without Children 

$1,763 $2,914 $3,279 

Maximum Credit by Household Type 

Note: If in effect for tax year 2019  

 Worker Caregiver Student 

$1,200 $1,200 $1,200 
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