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strengthening the Earned
Income Tax Gredit Would Boost
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Quarter-Million Oregon Families

by Tyler Mac Innis



Introduction

Working families across Oregon are struggling to afford the rising cost of living.
Despite wage gains for workers in recent years, many still struggle to afford the
rising costs of housing, food, transportation, and child care. Indeed, more than
two in five Oregonians lack the resources needed to maintain a basic survival
budget.[1] A proven way of helping families make ends meet is by strengthening
the Earned Income Tax Credit (EITC), a refundable tax credit that boosts the
incomes of working families.

House Bill 2958 would strengthen Oregon’s EITC by doubling the state’s match of
the federal credit, delivering more than $60 million directly to nearly 230,000
Oregon working families each year.[2] It also extends the credit to workers
arbitrarily excluded from the program because of their age. Enacting HB 2958
would strengthen the economic security of nearly a quarter-million Oregon
families, with families of color and families in rural parts of the state
experiencing the greatest benefits.[3] It would also boost the long-term well-
being of children who benefit.

The Earned Income Tax Credit bolsters economic security

The EITC is the largest anti-poverty program in the Oregon tax code, helping
nearly 230,000 working families struggling to make ends meet every year. The
EITC is a refundable tax credit, meaning if the value of a family’s credit exceeds
the amount of taxes they owe, the difference is returned to them in the form of
a tax refund. The refundable nature of the EITC makes it an efficient means of
putting dollars into the pockets of working families struggling to get by.

The amount of EITC a family is eligible for varies based on their income, marital
status, and how many children they have. For low-income families with multiple
children, the federal EITC can be worth nearly $8,000 when they file their taxes.
[4] Oregon’s EITC functions as a percentage of a filer's federal credit. The state
offers a nine percent match of the federal for most filers, except for families with
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children under age 3 who receive a 12 percent match.[5] The Oregon EITC
delivers more than $50 million to working families each year.[6]

The broad benefits of the EITC are well documented. The federal EITC helps lift
about 68,000 Oregonians, including 34,000 children, out of poverty each year.[7]
For children, the EITC has a lasting impact. A substantial body of research shows
that tax credits such as the EITC improve child health, boost school performance,
promote college enrollment, and increase earnings when children become
adults.[8]

The benefits of increases to the EITC extend beyond the families who claim the
credit themselves. Eligible families tend to spend their EITC refunds quickly at
local businesses, as they make purchases to meet their basic needs. This
spending generates more economic activity. Researchers estimate that each
federal EITC dollar results in $1.40 to $1.58 in activity in the economy, as local
businesses use EITC dollars to purchase goods and services and pay employees,
and employees spend their earnings.[9]

HB 2958 strengthens Oregon’s Earned Income Tax Credit

Lawmakers have an opportunity to improve Oregon’s EITC in the 2025 legislative
session. In Oregon, tax credits typically expire every six years, unless lawmakers
choose to renew them. Without legislative action, Oregon’s EITC is set to expire
in the current budget period. Oregon lawmakers ought to renew the state EITC,
given that it is an efficient and proven means of helping working families afford
the rising cost of living.

The expiration of the credit creates an opportunity to strengthen the EITC to
make it work even better for Oregonians. House Bill 2958 would renew and
strengthen the Oregon EITC by:

e Doubling the state match for a family’s federal EITC. HB 2958 increases
the Oregon EITC to 20 percent of the federal credit for most families, and 25
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percent for families with children under the age of three.[10] On average,
families with children would see their EITC boosted by more than $400.[11]
Families with children under age 3 would see their credit increased by about
$500 on average.

e Expanding eligibility to all working adults. No adult should be excluded
from the EITC because of their age. However, under current law, only
childless adults between the ages of 25 and 65 are eligible. Working adults
outside of those age limits also have bills to pay, and there is no sensible
policy reason for their exclusion. HB 2958 expands eligibility to all childless
adults, regardless of their age.

e Improving the design of the credit. The recently created Oregon Kids'
Credit included two best practices in tax credit design that HB 2958 would
apply to the Oregon EITC. First, it would protect the EITC from garnishment,
so that the resources from the credit flow to families to help them meet their
basic needs instead of private lenders. Second, it would allow for the credit
to be paid in quarterly payments to better help families meet their regular
expenses, as soon as the federal government allows states to do so without
harming eligibility for certain federal benefits.[12]

For a family with three kids
Consider a family with three eami“g 330'“00' HB 2958

children ages two, six, and 10 .
who earns $30,000 per year. would boost their EITC l]v

Under current law, this family is more than sgun
eligible for an Oregon EITC worth
$840. HB 2958 would increase
that family's EITC by more than |
$900, money that can go further 3
towards helping them pay their
rent or afford quality child care.
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HB 2958 is designed to efficiently
steer cash to families struggling the
most with the rising cost of living.
Nearly nine of every 10 dollars of the
total EITC increase would flow to
Oregonians in the bottom 40
percent.[13]

About half of the total increase
would flow to the bottom 20 percent
of Oregonians.

Strengthening the state EITC would
help ease long standing economic
disparities by race.[14] More than
one in three Latino Oregonians and
one in four Black Oregonians would
benefit from a stronger EITC.

About one in six white Oregonians
would benefit from the increased
EITC under HB 2958.

The benefits of a strengthened EITC would flow
to the bottom 60 percent of Oregonians

Share of total EITC benefit by quintile

Source; Institute on Taxation and Economic Policy, July 2024
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Strengthening the EITC eases racial disparities

Share of Oregonians who benefit from the EITC by race and ethnicity.

y Survey data provided

OREGON CENTER

wPUBLIG POLICY

Oregon Center for Public Policy | Page 4



Oregonians in every county will
benefit from strengthening the EITC

Households Estimated
County benefiting from increase from
EITC HB 2958
Baker 1,110 $303,300
Benton 3,580 $978,100
Clackamas 16,600 $4,535,400
Clatsop 2,380 $650,300
Columbia 2,600 $710,400
Coos 4,520 $1,235,000
Crook 1,470 $401,600
Curry 1,560 $426,200
Deschutes 9,360 $2,557,300
Douglas 7,830 $2,139,300
Gilliam 140 $38,300
Grant 450 $122,900
Harney 560 $153,000
Hood River 1,450 $396,200
Jackson 15,040 $4,109,200
Jefferson 1,780 $486,300
Josephine 6,770 $1,849,700
Klamath 5,540 $1,513,600
Lake 550 $150,300
Lane 21,780 $5,950,700
Lincoln 3,140 $857,900
Linn 7,820 $2,136,600
Malheur 2,590 $707,600
Marion 21,500 $5,874,200
Morrow 750 $204,900
Multnomah 43,510 $11,887,800
Polk 4,530 $1,237,700
Sherman 130 $35,500
Tillamook 1,620 $442,600
Umatilla 5,400 $1,475,400
Union 1,690 $461,700
Wallowa 440 $120,200
Wasco 1,680 $459,000
Washington 23,910 $6,532,700
Wheeler 110 $30,100
Yambhill 5,260 $1,437,100

Source: OCPP analysis of Internal Revenue Service and Center on
Budget and Policy Priorities data.

HB 2958 would strengthen the EITC
for families in all corners of the state,
especially rural counties. Nearly
18,000 families in Douglas County
would benefit, and together they
would get more than $2.1 million
each year. In Klamath County, more
than $1.5 million would flow to
nearly 13,000 families. Indeed, the
federal EITC disproportionately
benefits rural communities, and
boosting Oregon'’s EITC would help
strengthen those effects.[15]

In addition to the federal EITC
bringing new dollars into local
economies, a stronger Oregon EITC
helps rural families support local
businesses when they spend their
money locally on essentials.

Gonclusion

The Earned Income Tax Credit is a
proven and efficient means of
helping working families afford their
basic needs. Oregon lawmakers
must act to renew the state creditin
the 2025 legislative session.
Moreover, they should use the
occasion of its renewal to strengthen
the credit, so that it does even more
to help Oregon families meet their
basic needs.

Oregon Center for Public Policy | Page 5



Appendix A: HB 2958 Impacts by Oregon Senate District

Households in every Oregon Senate District would benefit
from strengthening the EITC

Senate District Households benefiting Estimated increase from

from EITC HB 2958
1 9,900 $2,705,300
2 10,420 $2,846,700
3 9,600 $2,622,500
4 8,100 $2,212,700
5 8,560 $2,338,500
6 8,320 $2,273,100
7 8,040 $2,196,600
8 6,770 $1,850,500
9 8,100 $2,212,600
10 8,300 $2,267,700
11 8,840 $2,415,100
12 7,010 $1,916,300
13 5,620 $1,535,500
14 6,320 $1,725,900
15 5,600 $1,529,700
16 7,490 $2,046,900
17 6,480 $1,769,600
18 5,590 $1,526,400
19 6,010 $1,641,500
20 5,590 $1,526,400
21 6,970 $1,903,800
22 7,580 $2,071,700
23 7,470 $2,039,600
24 7,250 $1,981,000
25 7,520 $2,053,900
26 6,720 $1,836,500
27 6,630 $1,809,800
28 9,660 $2,637,500
29 9,270 $2,531,200
30 9,430 $2,575,700

Note: Figures are rounded and may not sum to totals shown elsewhere.

Source: OCPP analysis of Internal Revenue Service and Center on Budget and Policy Priorities data.
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Appendix B: HB 2958 Impacts by Oregon House District

Households in every Oregon House District would benefit from
strengthening the EITC

Households Estimated Households Estimated
House District benefiting from increase from House District benefiting from increase from
EITC HB 2958 EITC HB 2958
1 4,900 $1,338,500 31 3,360 $917,100
2 5,000 $1,366,800 32 4,140 $1,129,800
3 5430 $1,483,800 33 3,670 $1,002,800
4 4,990 $1,362,900 34 2,810 $766,900
5 4,800 $1,310,600 35 2,800 $763,500
6 4,800 $1,311,800 36 2,790 $762,900
7 4,040 $1,104,900 37 2,770 $756,800
8 4,060 $1,107,800 38 3,240 $884,600
9 4,590 $1,254,000 39 2,780 $760,500
10 3,970 $1,084,400 40 2,800 $765,900
11 4,270 $1,165,600 41 3,230 $882,800
12 4,050 $1,107,500 42 3,740 $1,021,000
13 4,000 $1,093,000 43 3,780 $1,031,700
14 4,040 $1,103,700 44 3,810 $1,040,000
15 4,120 $1,125,500 45 3,730 $1,019,800
16 2,650 $725,100 46 3,730 $1,019,800
17 4,390 $1,200,100 47 3,730 $1,019,800
18 3,710 $1,012,500 48 3,520 $961,200
19 4,420 $1,206,900 49 3,760 $1,026,900
20 3,880 $1,060,800 50 3,760 $1,026,900
21 4,430 $1,209,900 51 2,810 $766,400
22 4,410 $1,205,200 52 3,920 $1,070,100
23 3,570 $975,100 53 3,320 $907,700
24 3,450 $941,100 54 3,300 $902,100
25 2,840 $774,600 55 4,510 $1,231,200
26 2,790 $760,900 56 5,150 $1,406,300
27 2,800 $764,800 57 4,680 $1,277,800
28 3,520 $961,100 58 4,590 $1,253,300
29 2,790 $762,200 59 4,170 $1,137,800
30 2,810 $767,500 60 5,260 $1,437,900

Note: Figures are rounded and may not sum to totals shown elsewhere.

Source: OCPP analysis of Internal Revenue Service and Center on Budget and Palicy Priorities data.
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