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Making Ohio’s EITC work for workers
By Hannah Halbert, Kalitha Williams and Kate Lewis-Lakin
Ohio’s Earned Income Tax Credit (EITC) could be a
much more powerful tool for helping working families
make ends meet and provide for their children. Just 7
percent of Ohio’s poorest workers – those earning
$19,000 or less – see any benefit from the credit, and
the benefit is modest.1 Unlike the federal credit, Ohio’s
EITC cannot exceed what a taxpayer owes in income
taxes. Further, for those earning more than $20,000, the
credit cannot exceed more than half of what is owed in
income tax. That means that it does nothing to reduce
the substantial share of income these same taxpayers
pay in sales taxes and property taxes.

The federal EITC helps
working Ohioans; the state
credit should do more.
Nearly 1 million Ohioans
(963,000) get the federal EITC.
Because of unusual features,
only 574,516 Ohioans get the
state credit.
The federal EITC delivers $2.3
billion to Ohio families and
communities.
Because of restrictions like no
refundability, Ohio’s credit
gives just $68 million to Ohio
communities.

If lawmakers fixed these flaws, the state EITC would
reach far more of the workers who need it most and be
a better-targeted income support. Just removing the cap
and making the credit refundable would benefit 30
percent of Ohio’s poorest workers.2 Raising the state credit from 5 percent to 16 percent
of the federal credit would give the EITC more power to help working families. These
changes would bring Ohio’s credit in line with other states with refundable EITCs.
Altogether the changes would provide a tax cut to one-third of Ohio’s lowest-income
workers, with an average tax change of $310 a year.3 A 16 percent, refundable, noncapped state EITC could return as much as $357 million a year to families.4
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Ohio’s tax credit piggybacks on the federal EITC, which helps working families make
ends meet and weather financial emergencies. The federal EITC is fully refundable, a key
feature that makes it so effective. This means it offsets some of the other substantial taxes
that low-income families pay, including gas and payroll taxes, and it lets workers keep
more of what they earn so they can afford the basics. Nearly 1 million working Ohioans
claimed $2.3 billion in federal EITC last year.5 The credit makes low-paid work viable by
helping workers make ends meet. It also gives our state economy a boost.6 Even though
families typically only claim the federal EITC for one or two years at a time, it
substantially reduces poverty and boosts earnings.7 The federal EITC alone helped
177,000 Ohioans, including 93,000 children, stay out of poverty each year from 2011 to
2013, and it eased poverty for many more.8 The income boost families receive from the
EITC has long-range benefits for kids, improving infant health, school achievement and
college attendance rates.9
In 2013, its debut tax year, Ohio’s state EITC was 5 percent of the federal credit. But not
everyone eligible for the federal credit got the state EITC, and many of those who got it
didn’t receive the full 5 percent of their federal credit. This is because of limits discussed
above. As a result, families with very low incomes or whose income taxes were
eliminated by other tax credits saw no benefit from the Ohio EITC. All told, 574,516
Ohioans claimed $68.1 million in reduced state tax liability, according to the Ohio
Department of Taxation, less than three percent of what the federal credit delivered to our
communities.10 Lawmakers recently increased the state EITC to 10 percent of the federal
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credit, an excellent move. However, that increase will benefit relatively few of the
poorest working Ohioans because the credit is not refundable.11 More than 47 percent of
poor families in Ohio are also working families.12 More than a quarter (28.4 percent) of
all jobs in Ohio are in occupations with median annual pay that won’t keep a family of
four above the poverty line.13 Ohio’s credit is a step in the right direction, but could better
serve these families and build on the federal credit if it was also refundable.
Who claims the EITC?
Families in every Ohio county claim the federal EITC, with a bigger share of tax filers
from rural counties than from urban counties claiming the credit.14 Working parents with
children benefit the most. Families managing a crisis or transition, like a spouse being
laid off work or the birth of a baby, often rely on the EITC as a short-term support. The
credit helps working mothers increase work hours and earnings.15 The EITC also helps
military families. About 55,000 families that include veterans or active-duty soldiers,
sailors, airmen, guardsmen, and Marines in Ohio receive the EITC or the low-income
component of the Child Tax Credit.16
More than 2.5 million Ohioans, including more than 1.1 million children, are in families
eligible for the federal EITC, according to the Brookings Institution.17 As Figure 1 shows,
the federal EITC cuts across race, ethnicity, and education lines, although a majority of
the eligible population is white (71.5 percent), and a slight majority has no more than a
high school education (52.2 percent).
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EITC helps Ohioans
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Source: The Brookings Institution, EITC Interactive, Characteristics of the EITC Eligible Population, available at
http://www.brookings.edu/research/interactives/eitc. Tax model uses 2012 American Community Survey microdata to model
tax units and eligibility.

The EITC only goes to workers. Figure 2 shows, the top industries where federal EITCeligible Ohioans work. Health care (14.9 percent), retail (14.0 percent), accommodations
and food service (12.9 percent), manufacturing (12.6), and administrative services (8.4
percent) are the industries with the highest share of EITC eligible workers.
Figure 2

Ohio’s EITC-eligible population works
Ohio Industries with highest share of EITC eligible workers.
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Source: The Brookings Institution, EITC Interactive, Characteristics of the EITC Eligible Population, available at
http://www.brookings.edu/research/interactives/eitc.

Ohio’s EITC could do more for working families.
Low- and middle-income Ohioans already pay a much greater share of their income in
state and local taxes than the most affluent do.18 Ohio has the 18th most unfair tax system
in the nation, according to the Institute on Taxation and Economic Policy.19 The federal
EITC was, in part, designed to eliminate some of the disproportionate impact of payroll
taxes on low- and middle-income working families. Likewise, the state credit should
address the disproportionate impact of sales and property taxes on Ohio’s working
families. If Ohio’s credit were brought in line with the average state EITC, the credit
would provide more substantial income support, easing poverty and hardship. Making
these changes would help ensure the Ohio EITC is a credit that works for working
families.
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