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INTRODUCTION
Our economy is strongest when people have money to spend. But
when people who work full time still don’t earn enough money to
cover the basics, our economy is not at its healthiest. Tax credits
for low- and moderate-income working families are a
common-sense way to spur economic activity and put money in
the hands of consumers who will spend it. When we increase the
income of hard-working New Mexicans through tax credits, we all
win. Tax credits can improve well-being by increasing
opportunities to thrive and enhancing physical and mental health.
When families and children have better physical and mental
health, we become a stronger state. Tax credits are also a
cost-effective and non-stigmatizing way to help hard-working,
low-income families get ahead.
In New Mexico, the Working Families Tax Credit (WFTC) is one
of the most sensible parts of our tax code: it encourages work,
helps to raise hard-working families out of poverty, and benefits
225,000 New Mexico children, while also pumping millions of
dollars back into local communities. Currently worth 10 percent
of the federal Earned Income Tax Credit (EITC), the WFTC is
lower than the national average for such credits and should be
raised to 15 or 20 percent. In addition, the state should: expand
outreach efforts and low-cost tax preparation assistance; restrict
the use of refund anticipation loans; support federal efforts to
increase the EITC for childless workers; and consider disbursing
the refund through periodic payments over the course of the year.
Increasing the WFTC and making these other changes would be a
smart investment in New Mexico’s businesses, and our working
families’ income, health, and future.
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The History of the Credits

The WFTC is the state’s equivalent of the federal EITC. Its
eligibility levels and refund amounts are based directly on the
EITC, and it increases, complements, and leverages the EITC’s
ability to directly benefit New Mexico. The purpose of the EITC is
to help offset more regressive taxes, reduce poverty, and incentivize
employment for low-income workers. The EITC was first passed
with bipartisan support under President Gerald Ford in 1975. In
1986, the EITC was indexed to rise with inflation under President
Ronald Reagan who called the program “the best anti-poverty, the
best pro-family, the best job-creation measure to come out of
Congress.”1
Since its passage, the EITC has been strongly supported by both
Republican and Democratic lawmakers on both the national and
state levels. The District of Columbia and 29 states have enacted
state-level credits modeled after the EITC in order to help offset
regressive state taxes for low-income workers while also improving
conditions for families and encouraging work among
lower-income earners. (See Appendix A, for a list of states with
EITC-based credits.)
New Mexico enacted the WFTC in 2007 at 8 percent of the EITC
and raised it to 10 percent of the EITC in 2008. State-based
EITCs, such as the WFTC in New Mexico, are critical to
increasing the positive impacts of the federal EITC on children
and families, particularly among families who face the biggest
challenges. On average, state EITCs provide a 17.6 percent match
of the federal EITC thereby enabling states to improve benefits for
families and invest in the state’s economy.2

Who Claims the Credits

How the Credits Work
The EITC and the WFTC reduce poverty in two ways: through
the short-term and more immediate impact of the credit itself and
through the more long-term increases in family earnings, which
can provide lasting benefits for children. These benefits are
multi-generational because they stick with children as they enter
adulthood, which in turn supports healthy social and physical
development of their own children and the economic
development of our state.
For workers who qualify for the credit,3 their income, marital or
filing status, and the number of dependent children they claim
determine the amount of the credit they receive (see Figure I). For
tax year 2018, working parents who have incomes of up to
$40,320 (for a single parent with one child) and $54,884 (for a
married couple with three or more children) can receive the
credits. Workers with no children qualify if they earn no more
than $15,270 (or $20,950, if married and filing jointly). The value
of the refunds ranges between maximums of $519 (with no
children) and $6,431 (with three or more children) for the EITC
and $52 to $643 for the WFTC. The refund amounts increase as
earned income increases until a maximum level is reached, at
which point the credits plateau and then phase out.
In 2018, the EITC reached nearly 26 million families nationwide.
Research shows that in 2016, this tax credit lifted about 5.8
million families with approximately 3 million children out of
poverty.4 Furthermore, the EITC reduced the severity of poverty
for 18.7 million people, which benefited nearly 6.9 million
children.

Figure I: The credits benefit low-income workers
Qualifying Children Claimed
Filing Status

Zero

One

Two

Three or
More

Single, Head
of Household or
Widowed

$15,270

$40,320

$44,802

$49,194

Married
Filing Jointly

$20,950

$46,010

$51,492

$54,884

Maximum EITC
Credit Amounts

$519

$3,461

$5,716

$6,431

In the 2015 tax year, the most recent year for which data are
available, nearly 210,000 New Mexico individuals and families (or
34 percent of the tax returns filed in the state) claimed the EITC
and the WFTC. That year, New Mexico’s working families received
more than $520 million from the EITC and more than $52
million from the WFTC. The average credit amount was about
$2,700 when the two refunds are combined.5 Every legislative
district and county in New Mexico benefits from the credits. (See
Appendices B, C, and D for EITC and WFTC amounts and
percent of claimants by county, state House and Senate districts.)

Figure II: In New Mexico, racial and ethnic
minorities benefit most from the credits
EITC/WFTC filers by race
and ethnicity (2015)
Hispanic

49%

Non-Hispanic White

32%

Native American and Other

16%

Black

1%

Asian or Pacific Islander

2%

Source: NM Voices for Children analysis of IRS 2015 tax year data from the
Earned Income Tax Credit (EITC) Interactive Database provided by the
Tax Policy Center, a collaborative effort of the Urban Institute and
Brookings Institution

The majority of the 210,000 working New Mexicans who claim the
EITC and WFTC every year are racial or ethnic minorities; 49
percent are Hispanic, 19 percent are Native American and other
people of color, and 32 percent are non-Hispanic White (see
Figure II). These filers have a median income of $14,018.6 The
credits help most of these workers through tough – but temporary
– economic troubles, such as a job loss or the birth of a child. In
fact, three out of five workers claim the credits for only one or two
years7 (see Figure III).

Source: US Internal Revenue Service, 2018 EITC Income Limits, Maximum Credit
Amounts and Tax Law Updates
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Figure III: Most filers claim the credits for
just one or two years
EITC/WFTC filers by length of
time credit is claimed (2012)
1 year

41%

2 years

19%

3-4 years

20%

5+ years

20%

Source: NM Voices for Children analysis of 2012 Internal Revenue Service
income tax data provided by the Brookings Institution

The vast majority of those who claim the EITC and WFTC are
low-income parents who support nearly 225,000 children. Of these
families, 14,000 are headed by active-duty military or by military
veterans who are making their way back into the New Mexico
workforce.8 Only a tiny percentage are adults without dependent
children, and their incomes must be very low for them to qualify.
That most of those who benefit are parents and children is especially
important, because New Mexico ranks 49th among the states in
family economic well-being, and 50th in overall child well-being,
according to the national KIDS COUNT program.9 More than 96
percent of the money returned to taxpayers via the EITC and
WFTC goes to working families with children. Research indicates
that families use the EITC to assist with paying for necessities like
food, housing and child care, especially in the month following
when they receive their refund. It is estimated that 95 percent of
EITC and WFTC recipients also use part of the credits to pay off
debt or make major car repairs.10 Credits are also used for home
repairs and to obtain additional education or training.11
As a group, those who claim the EITC and WFTC pay a large share
of their incomes in taxes. In fact, in addition to the federal payroll
taxes they pay, New Mexico’s lowest-income households pay a larger
share of their income in state and local taxes than the households in
every other income group. Those making less than $17,000 a year
pay more than 10 percent of their incomes in state and local taxes.
Meanwhile, New Mexicans who make more than $370,000 pay 6
percent of their incomes in those same taxes12 (see Figure IV). The
lowest-income New Mexican taxpayers, therefore, are paying nearly
twice the portion of their incomes in state and local taxes than are
the richest New Mexicans. This huge disparity exists even after the
current value of the EITC and WFTC are taken into account.
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Figure IV: New Mexicans with the lowest in comes pay the highest rates in
state and local taxes
The majority of New Mexicans (those earning less than $49,500) pay more than 10 percent of their
incomes in state and local taxwhile a tiny minority (making more than $376,500) pay just 6 percent.
Total tax rate after oﬀset

Property taxes

Sales and excise taxes

State income taxes

11%
10%

Percent of income paid in taxes

9%
8%
7%
6%
5%
4%
3%
2%
1%
0%
-1%
-2%
-3%
Income level

Lowest 20%
(less than
$17,700)

Second 20%
($17,700$32,100)

Middle 20%
($32,100$49,500)

Next 20%
($49,500$86,000)

Next 15%
($86,000$165,300)

Next 4%
($165,300$376,500)

Top 1%
($376,500
and up)

Source: Who Pays?, The Institute on Taxation and Economic Policy, 2018
Note: Table shows permanent law in New Mexico enacted through September 10, 2018 at 2015 income levels
NEW MEXICO VOICES FOR CHILDREN

Many types of occupations and industries are represented among
EITC/WFTC-eligible tax claimants. The occupations that have
the highest shares of EITC/WFTC filers are office and
administrative work, sales, personal care workers, service
occupations, and management occupations (see Figure V). The
health care, retail trade, accommodation and food service,
education, and construction sectors are the industries with the
highest shares of workers who claim the credits (see Figure VI).
Tax credits for workers in these industries help make up for what
are often very low wages and, in doing so, directly help support the
businesses in these industries.
Both New Mexicans with some higher education and those with
limited educations benefit from the EITC and the WFTC. While
nearly half (47 percent) of filers have a high school diploma or less,
more than half have at least some college, and 12 percent of
claimants have a bachelor’s degree or higher (see Figure VII).

Figure V: The credits go to those
working in low-wage industries
The top five industries of New
Mexico EITC/WFTC filers (2015)
Health Care

18%

Retail Trade

17%

Accomodation, Food Services

11%

Educational Services

9%

Construction

8%

Source: NM Voices for Children analysis of IRS 2015 tax year data from the
Earned Income Tax Credit (EITC) Interactive Database provided by the Tax
Policy Center, a collaborative effort of the Urban Institute and Brookings
Institution
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Figure VI: The credits go to those
working in low-wage occupations
The top five occupations of New Mexico
EITC/WFTC filers (2015)
Office and Administrative

16%

Sales

12%

Personal Care

9%

Food Preparation and Related Service

8%

Management

8%

Source: NM Voices for Children analysis of IRS 2015 tax year data from the
Earned Income Tax Credit (EITC) Interactive Database provided by the Tax
Policy Center, a collaborative effort of the Urban Institute and Brookings
Institution

Figure VII: The tax credits benefit New
Mexicans of varying education levels
EITC/WFTC filers by education
level (2015)
High School Diploma or Less

47%

Some College or Associates Degree

42%

Bachelor's Degree or Higher

12%

Source: NM Voices for Children analysis of IRS 2015 tax year data from the
Earned Income Tax Credit (EITC) Interactive Database provided by the Tax
Policy Center, a collaborative effort of the Urban Institute and Brookings
Institution

PUTTING THE CREDITS TO WORK FOR NEW MEXICO
The Credits Benefit New Mexico Workers
New Mexico has the highest overall poverty rate (20 percent) and
second highest child poverty rate (27 percent) in the nation,13 but
our high poverty rates would be even worse without the EITC and
WFTC. Without these credits, nearly 40,000 more New Mexico
families – including 20,000 more children – would live in
poverty.14
New Mexico’s high poverty rates extend to workers and their
families. The state is ranked among the worst in the nation in terms
of poverty among the employed, among people who work
full-time year-round, and among people who have a bachelor’s
degree or higher.15 We also have one of the highest percentages in
the nation of workers in low-wage jobs, so it is not surprising that
New Mexico has the highest percentage (16 percent) of families
that are working but still living below the poverty line, and the
highest percentage (43 percent) of working families that are
low-income (below 200 percent of the federal poverty level).
Because so many of our working families are low income or living
in poverty, we also have the worst rankings in the nation of the
percent of children in working families that are low-income or
living in poverty.16
5

New Mexico also has one of the highest rates of income inequality
in the nation – meaning there is a large gap between what the
lowest-income New Mexicans earn and what the highest-income
New Mexicans earn.17 Income inequality puts our economy out of
balance in part because too much income is concentrated into too
few hands where it is less likely to be spent. Growing income
inequality is especially destructive in New Mexico because while
the rest of the nation has already bounced back from the Great
Recession, New Mexico’s recovery is only now beginning to pick
up. Economic recoveries happen more quickly when increases in
income and employment are broadly shared and spread across all
income levels. However, in contrast with historical economic
recoveries, income and employment recoveries of the last recession
have taken longer to reach low- and middle-income earners,
especially in New Mexico. As the gap between the wealthiest and
the poorest gets bigger, gains – including recession recovery gains
– go very disproportionately to the richest. Tax credits like the
EITC and WFTC that target benefits to low-income workers give
these hard-working families a hand-up while helping to limit the
growing gap in income inequality.

The EITC and WFTC not only help increase workers’ incomes,
but they also help low-income families continue to participate in
the workforce because they help pay for necessities like child care,
transportation, and education or job training programs. This is
good for businesses because workers who can pay for these basic
needs are more reliable employees. Families earning very low
wages see larger refunds as their incomes rise, which encourages
them to work more hours. Extensive research shows that the EITC
has been successful at encouraging and increasing work, especially
among single parents, and particularly among single mothers.18
Increased work and earnings among low-income families has the
effect, in turn, of reducing dependence on public assistance and
shrinking Temporary Assistance for Needy Families (TANF, the
program formerly known as welfare) caseloads. Workers who
receive credits like the EITC and WFTC also boost their Social
Security earnings and retirement benefits, which can help reduce
the incidence or severity of poverty in old age.19 Research shows
that the EITC increases employment and reduces the need for
public assistance across generations.

The Credits Benefit New Mexico
Children and Families
The WFTC is a relatively small investment on the part of the state
that can make a big difference in the health and well-being of New
Mexico’s children and their families. That influence can begin
prenatally and extend into adulthood. (See the ‘Tax Credits Are
Health Credits’ sidebar for information on the many health
benefits associated with tax credits like the EITC and WFTC.)
In addition to significant health benefits, children in families that
receive the EITC and WFTC also see improvements in
educational outcomes. Mothers who receive the EITC read to their
children more frequently and assist their children more frequently
with homework.20 The younger the children are at receipt of these
tax credits, the better the academic and economic outcomes are.
Earlier access to EITC leads to better school performance among
elementary and middle school students21, 22 but benefits are also
seen if the tax credit is received later in adolescence.

In one study, an additional $1,000 in EITC in the spring of high
school senior year was shown to increase college enrollment by
roughly half for student populations receiving the credit.23 Receipt
of the EITC also increases both high school and college
graduation rates.24
Because higher incomes from refundable tax credits are associated
with better health, more education, and higher skills, children in
families receiving EITC and WFTC are more likely to work and
earn more as adults.25 In fact, children from EITC families, on
average, go on to earn 17 percent more when they reach adulthood
then do children from low-income families who do not receive the
EITC.26 Perhaps because of these impacts, studies show that
progressive state income tax provisions – including EITC and
WFTC – are linked to increased intergenerational income
mobility.27 This relationship strengthens with the size of the
state-based EITC, and in states with larger credits, low-income
children are even more likely to move up the income ladder over
time.28

The Credits Benefit
New Mexico Businesses
The EITC and WFTC are also good for business because they are
good for the state’s economy. Last year alone, New Mexico’s
low-wage workers received more than $570 million from the
EITC and WFTC combined – much of which was pumped right
back into the economy through rent payments, purchases of
groceries and other household necessities, and to pay for child
care. Research shows that EITC households spend their credits
quickly and locally, and that local economies benefit as a result.
Economists categorize the economic impacts of injections of
money into an economy (in this case, federal EITC money into
New Mexico’s economy) as the sum of: direct impacts (EITC
recipients spending their refunds); indirect impacts (businesses
spending more in response to EITC spending at those
businesses); and induced impacts (changes in spending patterns
caused by direct and indirect impacts).
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Together these economic impacts are referred to as the “multiplier”
effect of a program.29 The EITC is widely known to have a very
strong multiplier effect. In fact, it is estimated that for every $1.00
claimed from the EITC, $1.50 to $2.00 is generated in local
economic activity.30 That means the EITC alone could be
responsible for somewhere between $780 million and more than
$1 billion in economic activity in New Mexico each year. This
economic activity is important in metro areas, but may be especially
crucial in rural areas of New Mexico. (See Appendix B for EITC
amounts and percent of claimants by county.)
The EITC has other economic benefits as well. Though it is widely
regarded as one of our nation’s most successful anti-poverty
programs,31 the EITC was originally intended to primarily act as an
economic stimulus.32 Over time, many governments have pushed
for expanded EITC participation in their states for this very reason
– to increase spending in their economies.33 The EITC and WFTC
also benefit employers by enabling workers to better support their
families even on meager wages. It has been estimated that as much
as 36 cents of every dollar of an EITC credit directly benefits
employers by lowering the cost of labor.34 This trend is likely to hold
up in New Mexico, where we not only have one of the highest rates
of working poor and working low-income families in the nation,
but also one of the highest rates – 34 percent – of employment
within occupations whose median annual pay is below the poverty
threshold for a family of four. 35
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Tax Credits Are Health Credits
Social and economic conditions are critical
determinants of both individual health and
population health,36 but the health impacts of
economic policies that shape the distribution of
income and wealth are often overlooked. A growing
body of literature shows that economic policies
contribute both directly and indirectly to health. We
know today that economic policies that directly
target working-class families can improve
population health more than policies that target the
rich or the population overall.37 Policy levers that
create opportunities and eliminate barriers in order
to achieve health equity include the Medicaid
expansion, laws to increase the minimum wage,
state-funded pre-K, and housing assistance
programs.
Tax policies are also important health drivers. For
example, increased tax revenues that leads to
investments in infrastructure, such as mass transit,
can improve the health and well-being of our
communities. But in the current research connecting
tax policy to health, the tax policy that looms largest
and is most often linked to health is the EITC – and
research suggests that the size of the credit impacts
the extent of the improvement.
Research shows that the health bene�its for children
of the EITC begin in infancy.38, 39 A large body of
documents a positive relationship
research40
between increased EITC income and improved birth
weights. On average, every $1,000 of EITC income is
associated with a 7 percent decrease in the
likelihood of babies being born at a low weight.
Increases in the EITC have also been linked with
increased likelihood for prenatal care, and
decreased maternal smoking and drinking during
pregnancy.41 The more generous these tax credits
are, the more likely it is that smoking rates are
reduced, maternal mental health is improved, and
low-birthweight rates are decreased, among other
improved health outcomes in families receiving the
EITC.

Receipt of EITC also improves the health of adults,
with a 9 percent increase in self-reported health
status as ‘very good or excellent43 and a 4 percent
decrease in state age-adjusted mortality rates.44
There is also a reduction in mental stress, including
maternal stress.45, 46 The EITC is also linked to
improved health coverage rates in adults. It
contributed to a 4 percent increase in coverage for
health insurance among adults with low skills47 and
a 5 percent increase in health insurance coverage
among single mothers with a high school education
or less.48
The EITC is successful at improving health because
good health is more than health behaviors or clinical
care. Socio-economic factors account for nearly half
of a person’s health outcomes. For example, upon
receipt of the EITC, families may �inally be able to
secure a vehicle and have transportation when they
need it for regular doctor visits, or they may now be
able to move to a neighborhood with less crime or
better schools, which may lead to long-term health
bene�its.49 Being able to get to one’s job and make
ends meet decreases stress, which also provides
additional emotional resources to the family.
Additionally, parents may now be able to afford
tutoring or other activities that help increase their
children’s educational achievement, which in turn
leads to improved long-term health bene�its.
More and more, researchers are investigating and
articulating the connections between tax policies –
including tax credits – and health.50 If expanded, the
WFTC has the potential to have a greater impact on
the next generation of children, thereby breaking
the cycle of poverty. This policy is one of the few that
have resulted in documented positive effects at all
stages of life.

The tax credit also is associated with increased
private health insurance coverage for children ages 6
to 14.42 Lifting the income of families of limited
means when a child is young not only tends to
improve children’s immediate health insurance
coverage and access to health services, but is also
associated with an increased likelihood of additional
training and/or schooling, which is also linked to
improved health outcomes.
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The Credits Build Opportunities for
People of Color and Women
Evidence suggests that the federal and state-level EITCs are
particularly effective at reducing poverty among households of color
and among women.51 This is important in New Mexico, where
people of color and women are more likely to live in poverty than
their White and male peers. Children of color – who make up the
majority (75 percent) of the state’s child population – are even more
likely to face troubling economic conditions. In New Mexico, 30
percent of Hispanic children and 42 percent of Native American
children live in poverty compared to 13 percent of non-Hispanic
White children.52 Consequently, children of color are more likely to
see the greatest benefits from the EITC and WFTC because they
are the most likely recipients of the credits. As noted previously in
the report, 52 percent of EITC and WFTC recipients in New
Mexico are Hispanic and nearly 16 percent are Native American.
The EITC and WFTC can reduce poverty in families of color by
alleviating high housing costs, for example. A larger portion of the
income of families of color goes to housing costs, which limits the
family’s ability to cover other necessities such as food, health care,
and transportation. Nationally in 2016, 45 percent of African
American and 43 percent of Hispanic children – compared to 23
percent of White children – lived in households with a high
housing cost burden. New Mexico is ranked 35th in affordable
housing as compared to the rest of the states.53 Increases in income
through the EITC and WFTC can help families of color in our state
address housing costs.
The EITC and WFTC also address racial and ethnic inequity by
assisting children who are more likely to be at an educational and
health disadvantage compared to their higher-income peers54 and
increase opportunities for a better future among low-income
families and children of color who often face much greater
economic and health challenges. Credits like the EITC and WFTC
are some of the best options to close those economic and health
gaps.
These tax credits also provide benefits for single women who
experience big gains in their physical and mental health because of
the additional income. Single women are more likely to get health
insurance as a result of the EITC55 and mothers who receive the
EITC have improved prenatal health and birth-weight outcomes.56
Research also shows that a more generous EITC targeted to
unmarried women with preschool-aged children leads to larger
gains in earnings and wages in the long run.57 Since the introduction
of the EITC program in 1975, there has been a 6 percent increase in
mothers who are working, despite little change in child care
subsidies or maternity leave policies – with employment increases
highest among single mothers.58
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We have significant incentives to improve programs like the EITC
and the WFTC that help working mothers thrive. Of low-income
working families, 41 percent are headed by working mothers. This
is important because working mothers who are low-income are
often employed in retail and service-sector jobs that pay low wages,
limit work hours, and fail to provide benefits, such as health
insurance and paid sick leave, which are crucial to the health and
success of families and children.59
Preparing for America’s future requires us to ensure that we support
all contributing members of our communities – no matter where
they live, their gender, their racial and ethnic backgrounds, or how
much their parents earn.

The Truth about Overpayments
and Errors
1. THE OVERpayment rate is overstated and
based on older data.

•
•

More than 40 percent of claims counted as
“overpayments” were determined to be
valid on further review.60
The overpayment rate does not fully
account for corresponding
underpayments. For example, if a father
mistakenly claims an EITC for a child that
lives with the mother, the full amount is
counted as an overpayment but the
amount unclaimed by the eligible mother
is not taken into account. Overpayment
estimates are based on 2009 data, and do
not re�lect the signi�icant additional
enforcement measures the IRS has
implemented since then.

IRS Actions to Reduce
EITC Overpayments66
•

More than 80 percent of EITC claims are now filed
electronically, better enabling the IRS to identify
questionable EITC claims before paying them.

•

A powerful IRS database identifies questionable EITC
claims, targeting nearly 500,000 claims annually for
examination.

•

The IRS is implementing rules to require preparers to
register and pass a competency exam that promises to be a
major step forward.

•

In 2013, the IRS identified 7,000 preparers with high error
rates in the EITC claims they filed. It carried out a range of
interventions with these preparers before and during the
2013 filing season, including educational visits by IRS
agents. Overall, this strategy alone averted an estimated
$590 million in erroneous claims, according to the IRS.

2. Most EITC overpayments are due to

honest mistakes, not intentional fraud.

•

IRS studies acknowledge the majority of
errors are unintentional61 and stem from
the combination of the complexity of the
EITC’s rules and the complexity of many
family living arrangements.62

•

Most EITC errors occur on commercially
prepared returns,63 and commercial tax
preparers, not individual �ilers, are
responsible for 75 percent of the value of
EITC overpayments.64

3. EITC errors cost significantly less than
business tax noncompliance

•

A 2012 IRS study found that 56 percent of
business income went unreported in
2006. This cost $122 billion in uncollected
revenue – more than ten times the size of
estimated EITC overpayments that year.65

•

The EITC rate of noncompliance is
substantially lower than the rate in a
number of other parts of the tax code, and
accounts for a very small share (less than
3 percent) of the estimated $450 billion
tax compliance gap.
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POLICY RECOMMENDATIONS
Evidence that New Mexico’s Working Families Tax Credit
(WFTC) helps working families and spurs the economy is
abundant. The Earned Income Tax Credit (EITC) also enhances
the health and well-being of families and children in our state.
However, the credit could do even more and have a bigger positive
impact in our state with some improvements.

•

•

•
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Increase the value of the WFTC: At 10 percent, New
Mexico’s WFTC is below the national average among states
that have a similar EITC-based tax credit (see Appendix A).
Lawmakers should increase the credit from 10 percent to at
least 15 percent of the federal Earned Income Tax Credit.
Raising the credit to 15 percent of the EITC would mean
investing $26 million more in our economy and our
hard-working, low-income families. This practical investment
will make a big difference for New Mexico families struggling
to get by on low wages.
Expand outreach efforts and tax preparation
assistance: One in five eligible workers in New Mexico
misses out on the EITC and WFTC, either because they
don’t claim it when filing, or they don’t file a return. Tax
assistance programs – such as the United Way and CNM’s
Tax Help New Mexico program – that provide free (and
bilingual) tax preparation for low-income New Mexicans are
great models for tax preparation outreach. Lawmakers should
expand outreach efforts like these and support free or
low-cost tax preparation assistance in order to maximize the
benefit of the credit. Expanding access to volunteer tax
preparation services and free online tax filing would preserve
more of the credits’ value for those filers that might otherwise
face significant tax preparation fees or be pressured to buy
costly refund products that eat up a large part of the credits,
blunting their otherwise positive impacts. Additionally, due
to the proven economic benefits of the EITC, expanding
participation among eligible filers would increase transfer
payments and benefit New Mexico’s economy.
Restrict refund anticipation loans and checks: Another
good reason for increasing access to free or low-cost tax
preparation for low-income New Mexicans is that it keeps
them from being preyed upon by commercial preparers
offering refund anticipation loans (RALs) and refund
anticipation checks (RACs). Thirty eight percent of New
Mexico EITC and WFTC claimants receive RALs or
RACs,67 and low-income taxpayers who claim the EITC
represent the majority of the consumers for both products.68
RALs are very short-term loans made to the tax filer so they
can receive a refund the same day, but they often come with
significant fees and high interest rates. RACs are essentially
the same thing except that a taxpayer must open a temporary
bank account. Fees for preparation of the return and the
RAC account are then deducted from the taxpayer’s refund
before a check is issued. Tax preparers who push RALs and
RACs often fail to tell their customers that they could receive
their refund by electronic transfer in as little as two weeks at
no cost.

While IRS rules have led to a dramatic decrease in RALs
among EITC claimants from 2007 to 2010, during the same
time period, the percent of EITC recipients requesting RACs
more than doubled, from 26 percent to 56 percent.69 Both
RALs and RACs disproportionately harm EITC and WFTC
tax filers and can syphon off much of the value of the credits
that is intended to help low-wage workers. New Mexico
should limit the rate that can be charged on these refund
options, mandate and standardize disclosure and marketing
practices, and strictly enforce compliance among lenders.

•

Support federal efforts to increase the EITC for
childless workers: Working, childless adults are the only
group effectively taxed into poverty or deeper into poverty by
federal income taxes.70 These workers pay significant federal
income and payroll taxes, yet receive little to no EITC, the
credit that otherwise offsets significant portions of these taxes
for low-income workers. In tax year 2013, the average
combined credit for recipients in New Mexico with qualifying
children was $3,334, while the average combined credit for
New Mexico recipients without children was only $301.
About 22 percent of EITC and WFTC returns in New
Mexico are filed by childless workers, but less than 4 percent of
the total EITC credit amount goes to these workers.71
Increasing the EITC for childless workers would not only raise
their incomes and help offset taxes that send them into
poverty, but, according to recent research, it could also help
address low labor-force participation and high incarceration
rates of childless, low-income workers.72

•

Consider periodic payment options of the EITC and
WFTC: The single annual disbursement of the EITC and
WFTC can present challenges for workers struggling to
support their families throughout the year. Research shows
that about 95 percent of EITC recipients carry debt of some
kind, and that in many families, significant portions of refunds
may be spent on debt payments.73 Paying out a portion of
filers’ refunds throughout the year would better enable them
to cover daily and monthly expenses without taking on
additional debt and then using the refund to pay off that debt
(with added interest).74 This would also increase the chances
that refunds are spent on goods and services at local
businesses, rather than on high-cost financial products (like
payday loans), many of which are serviced by large, multi-state
financial institutions. A pilot program in Chicago that issued
EITC recipients their refunds on a quarterly – rather than an
annual – basis found that periodic payments improved overall
financial stability for and reduced financial stress of EITC
families. Pilot project researchers also reported that 83 percent
of families in the program preferred quarterly payments to the
standard annual method.75
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APPENDIX
Appendix A: Most states have an EITC-based credit, but
New Mexico's is lower than average

State-Based EITCs and Amounts
State

Percentage of Federal EITC

California

85 percent (up to half of the federal phase-in range)

Colorado

10 percent

Connecticut

30 percent

Delaware

20 percent

District of Columbia

40 percent

Hawaii

20 percent

Illinois

10 percent

Indiana
Iowa

9 percent
15 percent

Kansas

17 percent

Louisiana

3.5 percent

Maine
Maryland
Massachusetts
Michigan
Minnesota

5 percent
25.5 percent (if taxpayer chooses refundable credit); 50 percent (if taxpayer chooses non-refundable credit)
23 percent
6 percent
25 percent to 45 percent (calculated as a percentage of income)

Montana

3 percent

Nebraska

10 percent

New Jersey

35 percent

New Mexico

10 percent

New York

30 percent

Ohio

10 percent (limited to 50 percent of liability for Ohio taxable income above $20,000)

Oklahoma
Oregon
Rhode Island
South Carolina

5 percent
11 percent (for families with children under the age of 3); 8 percent (all other taxpayers)
15 percent
20.8 percent (for tax year 2018, phasing up to 125 percent by tax year 2023)

Vermont

32 percent

Virginia

20 percent

Washington

10 percent

Wisconsin

4 percent (one child); 11 percent (two children); 34 percent (three children)

Source: Tax Crdits for Working Families, "States with EITCs" chart, updated April 2018
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Appendix B: The Working Families Tax Credit benefits
families in every county

New Mexico
County

Percent
of Tax
Returns
with EITC
& WFTC

Amount
Returned to
NM Families
from WFTC (at
10% of EITC)

Total Value of
EITC & WFTC
to NM Families

Additional

Additional

Increased to
15%

Increased to
20%

Bernalillo

30%

$140,690,047

$14,069,005

$154,759,052

$7,034,502

$14,069,005

Catron

22%

$470,513

$47,051

$517,564

$23,526

$47,051

Chaves

39%

$17,764,644

$1,776,464

$19,541,108

$888,232

$1,776,464

Cibola

43%

$8,324,502

$832,450

$9,156,952

$416,225

$832,450

Colfax

31%

$2,868,366

$286,837

$3,155,203

$143,418

$286,837

Curry

34%

$13,624,234

$1,362,423

$14,986,657

$681,212

$1,362,423

De Baca

34%

$536,567

$53,657

$590,224

$26,828

$53,657

Doña Ana

40%

$72,986,914

$7,298,691

$80,285,605

$3,649,346

$7,298,691

Eddy

32%

$10,813,734

$1,081,373

$11,895,107

$540,687

$1,081,373

Grant

31%

$5,377,040

$537,704

$5,914,744

$268,852

$537,704

Guadalupe

36%

$1,200,698

$120,070

$1,320,768

$60,035

$120,070

Harding

15%

$94,072

$9,407

$103,479

$4,704

$9,407

Hidalgo

37%

$1,254,819

$125,482

$1,380,301

$62,741

$125,482

Lea

34%

$15,603,476

$1,560,348

$17,163,824

$780,174

$1,560,348

Lincoln

31%

$4,603,676

$460,368

$5,064,044

$230,184

$460,368

Los Alamos

16%

$886,785

$88,679

$975,464

$44,339

$88,679

Luna

49%

$10,500,005

$1,050,001

$11,550,006

$525,000

$1,050,001

McKinley

56%

$39,964,764

$3,996,476

$43,961,240

$1,998,238

$3,996,476

Mora

33%

$1,275,379

$127,538

$1,402,917

$63,769

$127,538

Otero

35%

$18,457,815

$1,845,782

$20,303,597

$922,891

$1,845,782

Quay

35%

$2,389,561

$238,956

$2,628,517

$119,478

$238,956

Rio Arriba

33%

$9,521,312

$952,131

$10,473,443

$476,066

$952,131

Roosevelt

32%

$5,078,869

$507,887

$5,586,756

$253,943

$507,887

San Juan

37%

$29,708,919

$2,970,892

$32,679,811

$1,485,446

$2,970,892

San Miguel

35%

$8,106,436

$810,644

$8,917,080

$405,322

$810,644

Sandoval

31%

$27,752,717

$2,775,272

$30,527,989

$1,387,636

$2,775,272

Santa Fe

26%

$25,009,521

$2,500,952

$27,510,473

$1,250,476

$2,500,952

Sierra

31%

$2,746,978

$274,698

$3,021,676

$137,349

$274,698

Socorro

38%

$5,402,136

$540,214

$5,942,350

$270,107

$540,214

Taos

33%

$7,899,664

$789,966

$8,689,630

$394,983

$789,966

Torrance

33%

$3,630,035

$363,004

$3,993,039

$181,502

$363,004

Union

25%

$822,733

$82,273

$905,006

$41,137

$82,273

Valencia

35%

$18,778,750

$1,877,875

$20,656,625

$938,938

$1,877,875

Statewide Totals

34%

$521,906,777

$52,190,678

$574,097,455

$26,095,339

$52,190,678

County Averages

34%

$15,815,357

$1,581,536

$17,396,893

$790,768

$1,581,536

$2,494

$249

$2,744

$125

$249

Average Amount Per Recipient
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Amount
Returned to NM
Families from
EITC

Source: NM Voices for Children analysis of IRS 2015 tax year data from the Earned Income Tax Credit (EITC)
Interactive Database provided by the Tax Policy Center, a collaborative effort of the Urban Institute and Brookings Institution

Appendix C: The Working Families Tax Credit benefits
families in every House district
Percent
of Tax
Returns
with
EITC &
WFTC

Amount
Returned to
NM Families
from EITC

Amount
Returned to
NM Families
from WFTC
(at 10% of
EITC)

Additional
Total Value of
if WFTC
EITC & WFTC
to NM Families Increased to
15%

Additional

NM
House
District

NM State Representative

1

Rodney "Rod" Montoya

31%

$4,932,475

$493,248

$5,425,723

$246,624

$493,248

2

James R.J. Strickler

35%

$5,635,570

$563,557

$6,199,127

$281,779

$563,557

3

Paul C. Bandy

32%

$4,838,225

$483,823

$5,322,048

$241,911

$483,823

4

Anthony Allison

40%

$7,646,487

$764,649

$8,411,136

$382,324

$764,649

5

D. Wonda Johnson

46%

$9,819,543

$981,954

$10,801,497

$490,977

$981,954

6

Eliseo Lee Alcon

57%

$22,176,194

$2,217,619

$24,393,813

$1,108,810

$2,217,619

7

Kelly K. Fajardo

35%

$7,238,724

$723,872

$7,962,596

$361,936

$723,872

8

Alonzo Baldonado

35%

$7,130,679

$713,068

$7,843,747

$356,534

$713,068

9

Patricia A. Lundstrom

54%

$12,755,621

$1,275,562

$14,031,183

$637,781

$1,275,562

10

G. Andres Romero

35%

$8,367,613

$836,761

$9,204,374

$418,381

$836,761

11

Javier Martinez

31%

$6,654,859

$665,486

$7,320,345

$332,743

$665,486

12

Patricio Ruiloba

40%

$10,397,956

$1,039,796

$11,437,752

$519,898

$1,039,796

13

Patricia Roybal Caballero

42%

$11,407,654

$1,140,765

$12,548,419

$570,383

$1,140,765

14

Miguel P. Garcia

39%

$9,980,498

$998,050

$10,978,548

$499,025

$998,050

15

Dayan Hochman-Vigil

26%

$4,921,977

$492,198

$5,414,175

$246,099

$492,198

16

Antonio "Moe" Maestas

30%

$6,406,846

$640,685

$7,047,531

$320,342

$640,685

17

Deborah A. Armstrong

28%

$5,530,303

$553,030

$6,083,333

$276,515

$553,030

18

Gail Chasey

27%

$4,858,677

$485,868

$5,344,545

$242,934

$485,868

19

Sheryl Williams Stapleton

34%

$7,472,410

$747,241

$8,219,651

$373,621

$747,241

20

Abbas Akhill

31%

$7,138,282

$713,828

$7,852,110

$356,914

$713,828

21

Debra M. Sariñana

34%

$7,690,894

$769,089

$8,459,983

$384,545

$769,089

22

Gregg Schmedes

23%

$3,287,408

$328,741

$3,616,149

$164,370

$328,741

23

Daymon Ely

25%

$4,286,003

$428,600

$4,714,603

$214,300

$428,600

24

Elizabeth "Liz" Thomson

25%

$4,840,938

$484,094

$5,325,032

$242,047

$484,094

25

Christine Trujillo

25%

$4,830,534

$483,053

$5,313,587

$241,527

$483,053

26

Georgene Louis

37%

$9,111,441

$911,144

$10,022,585

$455,572

$911,144

27

William "Bill" Pratt

23%

$4,149,435

$414,944

$4,564,379

$207,472

$414,944

28

Melanie A. Stansbury

24%

$4,520,788

$452,079

$4,972,867

$226,039

$452,079

29

Joy Garratt

26%

$4,937,393

$493,739

$5,431,132

$246,870

$493,739

30

Natalie Figueroa

24%

$4,286,192

$428,619

$4,714,811

$214,310

$428,619

31

William "Bill" R. Rehm

16%

$1,768,310

$176,831

$1,945,141

$88,416

$176,831

if WFTC
Increased to
20%

32

Candie G. Sweetser

47%

$11,657,430

$1,165,743

$12,823,173

$582,872

$1,165,743

33

Micaela Lara Cadena

36%

$8,819,272

$881,927

$9,701,199

$440,964

$881,927

34

Raymundo Lara

49%

$16,262,058

$1,626,206

$17,888,264

$813,103

$1,626,206

35

Angelica Rubio

37%

$8,434,573

$843,457

$9,278,030

$421,729

$843,457

36

Nathan Small

39%

$8,991,385

$899,139

$9,890,524

$449,569

$899,139

Source: NM Voices for Children analysis of IRS 2015 tax year data from the Earned Income Tax Credit (EITC)
Interactive Database provided by the Tax Policy Center, a collaborative effort of the Urban Institute and Brookings Institution
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Appendix C (cont): The Working Families Tax Credit
benefits families in every House district

Amount
Returned to
NM Families
from EITC

Amount
Returned to
NM Families
from WFTC
(at 10% of
EITC)

Additional
Total Value of
if WFTC
EITC & WFTC
to NM Families Increased to
15%

Additional

NM
House
District

NM State Representative

37

Joanne J. Ferrary

30%

$6,460,918

$646,092

$7,107,010

$323,046

$646,092

38

Rebecca Dow

29%

$5,215,733

$521,573

$5,737,306

$260,787

$521,573

39

Rodolpho S. Martinez

36%

$9,172,035

$917,204

$10,089,239

$458,602

$917,204

40

Joseph L. Sanchez

32%

$7,151,628

$715,163

$7,866,791

$357,581

$715,163

41

Susan K. Herrera

32%

$5,905,476

$590,548

$6,496,024

$295,274

$590,548

42

Roberto J. Gonzales

33%

$7,144,916

$714,492

$7,859,408

$357,246

$714,492

43

Christine Chandler

25%

$3,748,864

$374,886

$4,123,750

$187,443

$374,886

44

Jane E. Powdrell-Culbert

28%

$5,328,381

$532,838

$5,861,219

$266,419

$532,838

45

Jim R. Trujillo

28%

$6,438,966

$643,897

$7,082,863

$321,948

$643,897

46

Andrea Romero

28%

$5,856,282

$585,628

$6,441,910

$292,814

$585,628

47

Brian F. Egolf Jr.

22%

$3,220,508

$322,051

$3,542,559

$161,025

$322,051

48

Linda M. Trujillo

25%

$5,105,935

$510,594

$5,616,529

$255,297

$510,594

49

Gail Armstrong

34%

$7,586,778

$758,678

$8,345,456

$379,339

$758,678

50

Matthew McQueen

30%

$5,414,821

$541,482

$5,956,303

$270,741

$541,482

if WFTC
Increased to
20%

51

Rachel A. Black

31%

$6,821,747

$682,175

$7,503,922

$341,087

$682,175

52

Doreen Y. Gallegos

46%

$12,042,169

$1,204,217

$13,246,386

$602,108

$1,204,217

53

Willie D. Madrid

44%

$12,018,857

$1,201,886

$13,220,743

$600,943

$1,201,886

54

James G. Townsend

30%

$5,450,662

$545,066

$5,995,728

$272,533

$545,066

55

Cathrynn N. Brown

32%

$5,997,007

$599,701

$6,596,708

$299,850

$599,701

56

Zachary J. Cook

36%

$8,376,825

$837,683

$9,214,508

$418,841

$837,683

57

Jason C. Harper

28%

$5,320,073

$532,007

$5,852,080

$266,004

$532,007

58

Candy Spence Ezzell

41%

$8,959,619

$895,962

$9,855,581

$447,981

$895,962

59

Greg Nibert

35%

$7,107,763

$710,776

$7,818,539

$355,388

$710,776

60

Tim D. Lewis

27%

$5,538,810

$553,881

$6,092,691

$276,941

$553,881

61

David M. Gallegos

34%

$7,101,077

$710,108

$7,811,185

$355,054

$710,108

62

Larry R. Scott

35%

$7,141,216

$714,122

$7,855,338

$357,061

$714,122

63

Martin R. Zamora

34%

$7,906,364

$790,636

$8,697,000

$395,318

$790,636

64

Randal S. Crowder

34%

$8,442,738

$844,274

$9,287,012

$422,137

$844,274

65

Derrick J. Lente

45%

$12,211,723

$1,221,172

$13,432,895

$610,586

$1,221,172

66

Phelps Anderson

33%

$6,580,682

$658,068

$7,238,750

$329,034

$658,068

32%

$6,931,564

$693,156

$7,624,720

$346,578

$693,156

68

Karen C. Bash

26%

$4,828,691

$482,869

$5,311,560

$241,435

$482,869

69

Harry Garcia

45%

$10,160,840

$1,016,084

$11,176,924

$508,042

$1,016,084

70

Tomás E. Salazar

36%

$8,201,778

$820,178

$9,021,956

$410,089

$820,178

Statewide Totals

34%

$521,906,777

$52,190,678

$574,097,455

$26,095,339

$52,190,678

House District Averages

34%

$7,455,811

$745,581

$8,201,392

$372,791

$745,581

$2,494

$249

$2,744

$125

$249

67

Average Amount Per Recipient
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Percent
of Tax
Returns
with
EITC &
WFTC

Source: NM Voices for Children analysis of IRS 2015 tax year data from the Earned Income Tax Credit (EITC)
Interactive Database provided by the Tax Policy Center, a collaborative effort of the Urban Institute and Brookings Institution

Appendix D: The Working Families Tax Credit benefits families in every Senate district
NM
Senate
District

NM State Senator

Percent
of Tax
Returns
with EITC
& WFTC

Amount
Returned to
NM Families
from EITC

if WFTC
Increased to
15%

if WFTC
Increased to
20%

34%

2

Steven P. Neville

31%

$8,075,627

$807,563

$8,883,190

$403,781

$807,563

3

John Pinto

46%

$15,692,393

$1,569,239

$17,261,632

$784,620

$1,569,239

4

George K. Munoz

56%

$31,209,942

$3,120,994

$34,330,936

$1,560,497

$3,120,994

5

Richard C. Martinez

31%

$10,466,764

$1,046,676

$11,513,440

$523,338

$1,046,676

6

Carlos R. Cisneros

31%

$9,944,623

$994,462

$10,939,085

$497,231

$994,462

7

Pat Woods

33%

$13,292,688

$1,329,269

$14,621,957

$664,634

$1,329,269

8

Pete Campos

34%

$12,309,577

$1,230,958

$13,540,535

$615,479

$1,230,958

9

John M. Sapien

27%

$8,384,749

$838,475

$9,223,224

$419,237

$838,475

10

Candace Gould

27%

$8,275,161

$827,516

$9,102,677

$413,758

$827,516

11

Linda M. Lopez

41%

$18,308,837

$1,830,884

$20,139,721

$915,442

$1,830,884

12

Gerald Ortiz y Pino

32%

$11,691,049

$1,169,105

$12,860,154

$584,552

$1,169,105

13

Bill B. O'Neill

28%

$9,228,966

$922,897

$10,151,863

$461,448

$922,897

14

Michael Padilla

40%

$17,288,065

$1,728,807

$19,016,872

$864,403

$1,728,807

15

Daniel A. Ivey-Soto

25%

$8,465,714

$846,571

$9,312,285

$423,286

$846,571

16

Antoinette Sedillo Lopez

28%

$9,042,966

$904,297

$9,947,263

$452,148

$904,297

17

Mimi Stewart

34%

$12,573,303

$1,257,330

$13,830,633

$628,665

$1,257,330

18

Bill Tallman

22%

$6,050,281

$605,028

$6,655,309

$302,514

$605,028

19

James P. White

28%

$8,255,626

$825,563

$9,081,189

$412,781

$825,563

20

William H. Payne

26%

$8,443,073

$844,307

$9,287,380

$422,154

$844,307

21

Mark Moores

22%

$5,534,244

$553,424

$6,087,668

$276,712

$553,424

22

Benny Shendo

44%

$17,736,407

$1,773,641

$19,510,048

$886,820

$1,773,641

23

Sander Rue

26%

$8,157,679

$815,768

$8,973,447

$407,884

$815,768

24

Nancy Rodriguez

27%

$10,245,483

$1,024,548

$11,270,031

$512,274

$1,024,548

25

Peter Wirth

22%

$6,052,110

$605,211

$6,657,321

$302,606

$605,211

26

Jacob R. Candelaria

33%

$12,419,042

$1,241,904

$13,660,946

$620,952

$1,241,904

27

Stuart Ingle

33%

$11,920,339

$1,192,034

$13,112,373

$596,017

$1,192,034

28

Gabriel "Gabe" Ramos

32%

$10,342,777

$1,034,278

$11,377,055

$517,139

$1,034,278

29

Gregory A. Baca

35%

$12,911,602

$1,291,160

$14,202,762

$645,580

$1,291,160

30

Clemente Sanchez

40%

$13,731,300

$1,373,130

$15,104,430

$686,565

$1,373,130

31

Joseph Cervantes

49%

$23,992,359

$2,399,236

$26,391,595

$1,199,618

$2,399,236

Pirtle
William F. Burt

$10,058,349

Additional

William "Bill" E. Sharer

32

$914,395

Additional

1

33

$9,143,954

Amount
Total Value of
Returned to
EITC & WFTC
NM Families
from WFTC (at to NM Families
10% of EITC)

$457,198

$914,395

42%

$15,091,563

$1,509,156

$16,600,719

$754,578

$1,509,156

33%

$12,363,423

$1,236,342

$13,599,765

$618,171

$1,236,342

34

Ron Griggs

37%

$15,008,111

$1,500,811

$16,508,922

$750,406

$1,500,811

35

John Arthur Smith

41%

$17,774,172

$1,777,417

$19,551,589

$888,709

$1,777,417

36

39%

$15,283,142

$1,528,314

$16,811,456

$764,157

$1,528,314

37

William P. Soules

32%

$12,200,875

$1,220,088

$13,420,963

$610,044

$1,220,088

38

Mary Kay Papen

39%

$16,096,416

$1,609,642

$17,706,058

$804,821

$1,609,642

39

Elizabeth "Liz" Stefanics

29%

$9,133,603

$913,360

$10,046,963

$456,680

$913,360

40

Craig W. Brandt

28%

$9,259,000

$925,900

$10,184,900

$462,950

$925,900

34%

$11,568,994

$1,156,899

$12,725,893

$578,450

$1,156,899

34%

$11,105,806

$1,110,581

$12,216,387

$555,290

$1,110,581

Statewide Totals

34% $521,906,777

$52,190,678

$574,097,455

$26,095,339

$52,190,678

Senate District Averages

34%

$12,426,352

$1,242,635

$13,668,987

$621,318

$1,242,635

$2,494

$249

$2,744

$125

$249

41
42

Gay G. Kernan

Average Amount Per Recipient

Source: NM Voices for Children analysis of IRS 2015 tax year data from the Earned Income Tax Credit (EITC)
Interactive Database provided by the Tax Policy Center, a collaborative effort of the Urban Institute and Brookings Institution
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