
2023 STATE BUDGET PRIORITY:
Strengthen Michigan’s Earned Income Tax Credit (EITC)

Recommendation:
Put more money back into Michiganders’ pockets by increasing the state EITC from its current level of 
6% of the federal credit to 30% of the federal credit and expanding its reach to more young and older 
adults, workers not raising children in their homes and immigrant families who work and pay taxes.
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What is the EITC?
• The EITC (Earned Income Tax 

Credit) is a federal and state tax 
credit for working families that 
supplements their income and 
allows them to keep up basic 
spending, like paying utilities, 
buying groceries and covering 
child care costs.

• It helps reduce poverty and 
inequity by providing a refundable 
tax credit to supplement the wages 
of families with low to moderate 
incomes, with larger credits for 
families with children.

Receiving the EITC in Michigan
• Michigan’s EITC used to go a lot further. Prior to 2011, Michigan’s EITC was equal to 20% of the federal credit. 

The reduction from 20% to 6%, one of the smallest credits of states with EITCs, severely limits the benefits for 
families with children in the state, who received only $150 on average in 2019. A rising cost of living, particularly 
for essentials like housing and childcare, means the current state EITC rate at 6% of the federal credit is not doing 
enough to lift Michigan families out of poverty.

While the average EITC recipient only received $150 from the state in 2019, a credit equal to 30% of the 
federal credit would have provided families $749 on average.

For the average EITC-
eligible Michigan family, 

raising the credit to 

30%
would mean:

Families spend roughly half of their EITCs on items like  groceries 
and child expenses. Families spend the other half paying off debts 
and building up assets through savings, education, and home repairs. 

One month of healthcare for a 
family of four 

(ALICE)

One month of housing for a 
family of four

(ALICE)

18 full tanks of gas 
(Approx. based on a 12 gallon tank)

One month of childcare for a 4 
year old 

(Economic Policy Institute)

9 months of diapers
(National Diaper Bank Network)

10 months of internet access 
(ALICE)



Why the MI EITC Matters?
• It helps make our upside down tax structure more equitable. Michigan’s tax system is “upside down,” meaning 

households with the lowest incomes pay the highest taxes as a share of their incomes while the households with 
the highest incomes pay the least. The state EITC is one of the best tools for creating more fairness in the system 

because it reduces the overall tax rate paid 
by lower-income working people. Despite 
earning the lowest incomes on average, 
Black families in Michigan face the highest 
effective tax rates. Increasing the EITC to 
30% of the federal credit would reduce some 
of the inequities resulting from racial bias 
and discrimination, historical or present-
day. The EITC contributes to asset-building, 
which is especially important for reducing 
persistent racial wealth inequities whereby 
White families have nearly eight times as 
much wealth as Black families.
• The outcomes are incredibly promising—
research shows children in households 
receiving the EITC have better health, higher 
test scores and graduation rates, and 
increased earnings in adulthood.
• Expanding the state EITC to reach 
currently excluded groups will reduce 
poverty. In 2019, approximately 200,000 
young adults without children in Michigan 
ages 18-24 lived in poverty.
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Call to Action:

• Because we rely on federal eligibility, many Michigan residents are still left out. Workers without qualifying children 
receive a significantly reduced credit, and those under age 25 or over age 65 receive no credit at all. This age 
restriction leaves out some particularly vulnerable groups, including youth exiting foster care or who are homeless. 
Immigrant workers who work and pay taxes but who do not have a social security number are also excluded.

Follow the Senate 
Committee on 

Finance’s debate 
on Senate Bill 417, 
which will increase 

the state EITC to 
30% of the federal 

credit.

Learn more about 
the impact of the 

state EITC on 
counties across 

the state. 

Connect with your 
local Volunteer 

Income Tax 
Assistance (VITA) 
site to volunteer 

or get help on your 
taxes. 

Based on 2015 data
Sources: Institute on Taxation and Economic Policy and Center on Budget and Policy Priorities

http://legislature.mi.gov/(S(nphqoori0idodaruzne4v5pk))/mileg.aspx?page=getObject&objectName=2021-SB-0417
https://mlpp.org/michigan-eitc-a-two-generation-approach-that-promotes-work-and-helps-kids/
https://michiganfreetaxhelp.org/

