ESTIMATING THE HEALTH IMPACTS OF
AN ARKANSAS EARNED INCOME TAX CREDIT

A 2019 Health Impact Assessment will enable lawmakers to better understand how
a working families tax credit may improve the health of low-income Arkansans

In 2019, Arkansas Advocates for Children and
Families and Children’s HealthWatch will release
a Health Impact Assessment estimating the po-
tential health impacts of creating a state-level
refundable Earned Income Tax Credit for the ap-
proximately 300,000 qualifying low-income Ar-
kansas households.

What is a Health Impact Assessment?

The International Association of Impact Assess-
ment defines Health Impact Assessment (HIA)
as “a combination of procedures, methods and
tools that systematically judges the potential,
and sometimes unintended, effects of a policy,

LEARN MORE: WWW.ARADVOCATES.ORG/PUBLICATIONS/EITCAR

plan, program or project on the health of a popu-
lation and the distribution of those effects within
the population. HIA identifies appropriate actions
to manage those effects.”

What is the Earned Income Tax Credit?

The Earned Income Tax Credit (EITC) is a federal tax
credit that rewards low-income working families
for their work effort. The credit equals a fixed per-
centage of earnings from the first dollar of earn-
ings until the credit reaches its maximum, which
is paid until earnings reach a specified level, after
which it declines with each additional dollar of in-
come until no credit is available.



https://www.taxpolicycenter.org/briefing-book/what-earned-income-tax-credit-eitc
http://www.iaia.org/Non_Members/Pubs_Ref_Material/SP5.pdf

What is a state-level Earned Income Tax Credit?

In addition to the federal EITC, 29 states, the District
of Columbia, Guam and Puerto Rico have state-level
EITCs. Most of these states “piggyback” on the fed-
eral EITC by using the same eligibility requirements
and set state-level credits at some percentage of
the federal EITC. Recipients in these states receive
both the federal and state credit.

Current state of the EITC in Arkansas

During 2017, 287,000 eligible workers and families in
Arkansas received about $767 million in federal EITC
benefits. The average amount of federal EITC re-
ceived nationwide per household was about $2,445,
while the average in Arkansas was about $2,672.
The EITC participation rate among eligible worker
households in Arkansas in tax year 2014 (latest year
of available data) was 80.6%, compared to the na-
tional participation rate of 79%.

Previously, researchers estimated* a refundable
state-level EITC in Arkansas would cost approxi-
mately $39 million if set at 5% of the federal cred-
it, $77 million if set at 10% of the federal credit,
and $155 million if set at 20% of the federal cred-
it. However, new research shows that effects of
the EITC contain self-financing attributes through
decreases in public assistance received by moth-
ers and increases in payroll and sales taxes paid,
which would reduce the sticker price of a refunda-
ble state-level EITC in Arkansas to $5 million if set
at 5% of the federal credit, $10 million if set at 10%
of the federal credit, and $20 million if set at 20%
of the federal credit.

What is the connection between the
EITC and health?

The EITC has successfully lifted many poor fami-
lies out of poverty, reducing participation in pub-

*  Estimates for FY2019.

The cost of a refundable state-level EITC
in Arkansas if set at 5% of the federal
credit, is estimated to be as low as $5
million. This estimate does not take into
account the potential health care cost
savings associated with the EITC.

lic assistance programs, while largely paying for
itself. This led researchers to explore connections
between the EITC, poverty, and health. Recent ev-
idence supports the hypothesis that receipt of
the EITC can improve health, particularly among
children and single mothers. Arkansas Advocates
for Children and Families and Children’s Health-
Watch are conducting a HIA to better understand
the degree to which creation of a state-level EITC
in Arkansas would improve health for children
and families.

A growing body of research demonstrates the
relationship between expansions of the federal
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http://www.nber.org/papers/w21340
https://www.nber.org/papers/w25231
https://drive.google.com/file/d/1GbBeeQzfGH9fF9Y1u5rS55Sn3eStBWE7/view
https://www.aeaweb.org/articles?id=10.1257/pol.20120179
https://www.sciencedirect.com/science/article/abs/pii/S0277953617306226
https://www.sciencedirect.com/science/article/abs/pii/S0277953617306226
https://www.eitc.irs.gov/eitc-central/statistics-for-tax-returns-with-eitc/statistics-for-tax-returns-with-eitc
https://www.eitc.irs.gov/eitc-central/statistics-for-tax-returns-with-eitc/statistics-for-tax-returns-with-eitc
https://www.eitc.irs.gov/eitc-central/statistics-for-tax-returns-with-eitc/statistics-for-tax-returns-with-eitc
https://www.eitc.irs.gov/eitc-central/participation-rate/eitc-participation-rate-by-states
https://www.cbpp.org/research/state-budget-and-tax/how-much-would-a-state-earned-income-tax-credit-cost-in-fiscal-year?fa=view&id=2992
https://www.cbpp.org/research/state-budget-and-tax/how-much-would-a-state-earned-income-tax-credit-cost-in-fiscal-year?fa=view&id=2992
https://www.cbpp.org/research/state-budget-and-tax/how-much-would-a-state-earned-income-tax-credit-cost-in-fiscal-year?fa=view&id=2992
https://drive.google.com/file/d/1GbBeeQzfGH9fF9Y1u5rS55Sn3eStBWE7/view

EITC and introductions of state EITCs and improved
maternal and child health outcomes. A 2015 study
found that expansions of the federal EITC led to a
2-3 % decline in the rate of low birthweight births
for every $1,000 in benefits. More recent studies
have found that state EITCs improve birth out-
comes, including increased birthweights. Expanding
the EITC has been linked to improved self-reported
health status and reduced self-reported symp-
toms of depression among mothers. Research also
demonstrates associations between EITCs and
higher rates of specific health behaviors, including
better diet and food security. A 2016 study found
that EITCs are associated with increases in private
health insurance coverage among children ages
6-14, decreases in public coverage, and improve-
ments in children’s reported health status.
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How will HIA determine the population health
effects of a state-level EITC in Arkansas?

To conduct this HIA, Arkansas Advocates for Chil-
dren and Families and Children’s HealthWatch will
use diverse methods and tools and engage health
experts, decision-makers, and stakeholders - in-
cluding those with local knowledge - to identify
and characterize health effects that could result
from the creation of a state-level EITC in Arkansas.
By leveraging the extensive research demonstrat-
ing the EITC's health benefits and how expand-
ed credits can magnify them, we will identify the
pathways an Arkansas state EITC may impact pop-
ulation health.

Can an Arkansas state-level EITC reduce low
birthweight births, improve infant health, and
reduce health care costs to the state?

During the course of HIA we will be able to estimate
the impact a refundable credit set at 5, 10, and 20
percent of the federal credit could have in reduc-
ing the number of low-weight births in Arkansas
each year, and in turn, the reductions in health
care costs. In 2016, 8.2 percent of children born in
the United States (321,839) had low birth weight
and 9.9 percent were born preterm (388,218). The
health care costs for these low birth weight/pre-

¢4 1n a rural area where income is low,
and when you have to decide where your
money is going ... if you had to choose
between to going to the doctor, or paying
your rent, or taking care of your kids' needs,

which would you do? Which do you choose?”

— Lee County focus group participant


https://www.cdc.gov/nchs/fastats/birthweight.htm
https://www.ncbi.nlm.nih.gov/pubmed/17606536
https://www.healthaffairs.org/do/10.1377/hpb20180817.769687/full/
https://www.healthaffairs.org/do/10.1377/hpb20180817.769687/full/
https://www.aeaweb.org/articles?id=10.1257/pol.20120179
https://www.sciencedirect.com/science/article/abs/pii/S0277953617306226
https://www.aeaweb.org/articles?id=10.1257/pol.6.2.258
https://www.sciencedirect.com/science/article/pii/S0167268115002942
https://www.academyhealth.org/sites/default/files/Updated.EITC%20Rapid%20Evidence%20Review%20FINAL.pdf
https://www.ntanet.org/NTJ/69/1/ntj-v69n01p103-132-state-EITCs-child-health.pdf?v=%CE%B1

term children were approximately $9.8 billion
2016.%* In Arkansas, 8.8 percent (3,386) of children
born in 2016 had low birth weight, and 10.9 percent
(4172) were born preterm.

Not only do preterm/low birth weight infants re-
quire costlier health care in the days and weeks
following their birth, they are also at higher risk
for expensive long-term mental and physical disa-
bilities, special education services, and lost house-
hold and labor market productivity. The estimated
annual societal economic burden associated with
preterm births (most of which are also low birth
weight) in the United States was $35.2 billion, or
$69,502 per infant born preterm. Given these find-
ings, the EITC's role in reducing the prevalence of
low birth weight is critic al to reducing health care
and other societal costs, increasing future oppor-
tunities for children, and most importantly, im-
proving child health.

** Note that these costs do not include the cost of delivery and
other medical care for the mother, but rather are exclusively
the costs associated with the newborn’s care, defined as all
hospital admissions, including the newborn admission at deliv-
ery, hospital transfers, and all readmissions up to 1year of age,
not including mother's admission. All health care and societal
costs reflect most recent data available, adjusted for inflation
using the U.S. Medical Cost Inflation Calculator from http://
www.halfhill.com/inflation_js.html.
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Can an Arkansas state-level EITC increase
access and affordability of health care costs?
During the course of HIA we will estimate how var-
ious refundable EITC amounts could encourage
greater health care access and household-level af-
fordability. Studies have shown past expansions to
the EITC have resulted in shifts from public to pri-
vate, predominantly employer-sponsored insur-
ance, which likely leads to greater access to health
care services and preventive care. For example,
among pregnant women receiving the EITC, prena-
tal care occurred earlier and more frequently.

CONCLUSION

Arkansas has an opportunity to join the 29 states
plus the District of Columbia (D.C.) that have enact-
ed state-level EITCs. While a modest investment in
creating a working families tax credit has big pay-
offs in terms of reducing poverty the forthcoming
HIA will enable lawmakers to better understand
how an EITC may also improve the health of low-in-
come Arkansans.
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