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In 2014, 46.7 million Americans—more than one in seven—lived in poverty, and nearly 
half of Americans will experience at least a year of poverty or near-poverty during their 
working years.1 Along with causing tremendous human hardship and suffering, poverty 
is enormously costly to the United States. It hampers educational attainment, reduces 
health, decreases workforce productivity, and damages the social cohesion of communi-
ties. Child poverty alone costs the United States an estimated $672 billion every year—
nearly 4 percent of U.S. gross domestic product. 

Poverty is not inevitable, particularly not in the richest nation on earth. Rather, its 
persistence is in large part a result of misplaced priorities and deliberate policy choices. 
Indeed, it has already been shown—in both past experience and extensive research—
that policy choices can make a difference in the lives of low-income families, helping 
them reach and remain in the middle class.2 Recently, however, politicians and policy-
makers have lacked the political will to make many of these policies a priority.

Most good policies are not costless. But the price tags for many poverty-reducing pro-
grams pale in comparison with the billions of dollars the United States already spends 
on tax breaks that primarily benefit wealthy individuals and corporations—funds that 
could be used to provide adequate nutrition or access to high-quality child care, reduce 
homelessness, or invest in low-income children and workers. What’s more, the price 
tags of smart policies do not reflect the substantial public savings the nation experiences 
from investments that improve health, increase educational attainment, enhance work-
force productivity, and boost the economy. To take just one example, every dollar spent 
on benefits in the Supplemental Nutrition Assistance Program, or SNAP, generates an 
estimated $1.70 in additional economic activity.3

The United States can afford to dramatically reduce poverty and increase economic 
opportunity. Here are four ways in which the U.S. Congress could make an enormous 
dent in poverty and the opportunity gap—each costing significantly less than the tax 
breaks Congress currently gives to the wealthy.
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Boost effective tax credits for low-income workers and families

FOR LESS THAN THE COST OF POLICYMAKERS COULD

Estate tax breaks 
for millionaires and 

billionaires

$38.1 billion

Expand the Earned Income Tax 
Credit for childless workers

$6.1 billion
+

strengthen the Child Tax Credit

$29.2 billion

FIGURE 1

Source: Center for American Progress, "Yes, America Can A�ord to Dramatically Reduce Poverty and Increase Opportunity” (2016), 
see sources for �gures.

The Earned Income Tax Credit, or EITC, is one of the nation’s most effective anti-
poverty tools, encouraging work and boosting family income. In 2014, it helped more 
than 6.2 million Americans—including 3.2 million children—avoid poverty.4 However, 
low-income workers without qualifying children receive very little help from the EITC; 
indeed, these so-called childless workers are the only group whom the tax code taxes 
further into poverty.5 Lawmakers across the political spectrum—including Speaker of 
the U.S. House of Representatives Paul Ryan (R-WI)—have long called for improving 
the EITC for childless workers.6 President Barack Obama’s and Speaker Ryan’s similar 
proposals, which would double the maximum credit to more than $1,000 and lower the 
minimum age of eligibility from 25 to 21, would help nearly 13 million workers, lifting 
more than half a million people out of poverty.7*

The Child Tax Credit, or CTC, delivers a credit of up to $1,000 per child to families 
with children. The credit protected about 3 million people from poverty in 2015, includ-
ing 1.6 million children. Because it is not fully refundable, however, the CTC misses the 
poorest children entirely, and only about 20 percent of the CTC’s benefits go to families 
who earn less than $30,000, compared with 60 percent of the EITC.8 

Expanding the CTC—as proposed by the Center for American Progress in a recent 
report—would ensure that the credit does not skip the families who need it most.9 The 
proposal would also create a supplemental credit—delivered monthly—for families 
with children younger than age 3. This would nearly double the number of children 
younger than age 17 who are lifted out of poverty by the CTC and would protect more 
than two-and-a-half times as many children younger than age 3 from poverty than does 
the current law. 
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Reduce hunger and food insecurity

FIGURE 2

* By switching to the U.S. Department of Agriculture Low-Cost Food Plan
Source: Center for American Progress, "Yes, America Can A�ord to Dramatically Reduce Poverty and Increase Opportunity” (2016), 
see sources for �gures.

FOR ONE-THIRD THE COST OF POLICYMAKERS COULD

Letting corporations defer 
taxes on overseas profits

$64.6 billion

Make a huge dent 
in hunger*

$21.6 billion

Each year, SNAP benefits, formerly known as food stamps, protect millions of struggling 
Americans from poverty, including children, individuals with disabilities, seniors, and 
low-wage working families. SNAP’s nutrition assistance also boosts health outcomes, 
educational attainment, and earnings over the long term.10 Currently, the value of SNAP 
benefits is based on the Thrifty Food Plan, the lowest-cost of the four food plans devel-
oped by the U.S. Department of Agriculture, or USDA. At an average of just $1.41 per 
person for each meal, SNAP benefits—while critical—provide only the “bare bones” of 
nutritional adequacy.11 Many families are unable or barely able to stretch these modest 
benefits until the end of the month: Recipients use nearly 80 percent of SNAP benefits 
within the first half of each month.12 Switching to the Low-Cost Food Plan, the second 
lowest-cost of the USDA’s four plans—would increase SNAP benefits 30 percent. This 
would dramatically reduce hunger, food insecurity, and poverty, as well as boost long-
run economic mobility for struggling families.13
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End homelessness

FOR ONE-THIRD THE COST OF POLICYMAKERS COULD

FIGURE 3

* Capital gains exclusion on home sales 
Source: Center for American Progress, "Yes, America Can A�ord to Dramatically Reduce Poverty and Increase Opportunity” (2016), 
see sources for �gures.

Tax-free profits on 
home sales*

$66.5 billion

End homelessness 
in America

$22.5 billion

Homelessness and housing instability are leading causes—and consequences—of 
poverty. On any given night in 2015, more than 560,000 Americans faced homelessness, 
a problem primarily caused by a lack of affordable housing.14 The housing voucher pro-
gram plays a crucial role in keeping at-risk households stably housed, yet 3 in 4 eligible 
families receive no housing assistance due to scant funding.15 

The Bipartisan Policy Center’s Housing Commission calls for reforming and expand-
ing the Housing Choice Voucher program in order to end homelessness in the United 
States. Their proposal would provide rental assistance to all 3 million currently unas-
sisted renting households that are extremely low income and cost burdened, meaning 
that they spend more than 30 percent of their income on housing and utilities.16 
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Allow all families to access high-quality child care for their children

FIGURE 4

FOR LESS THAN THE COST OF POLICYMAKERS COULD

* Step-up in basis for capital gains
Source: Center for American Progress, "Yes, America Can A�ord to Dramatically Reduce Poverty and Increase Opportunity” (2016), 
see sources for �gures. 

Shielding inheritances 
for the nation's 
wealthiest kids*

$49.7 billion

Provide access to 
affordable, high-quality 

child care for all

$40 billion

Child care is an economic necessity for most families with children: 65 percent of 
children younger than age 6 have all of their available parents in the workforce.17 But its 
cost is prohibitive for many families and especially for low-income families. In 37 states 
and the District of Columbia, the annual cost of child care for an infant is more than 
half of what a full-time, minimum-wage worker in that state earns.18 Existing child care 
assistance reaches only a small portion of eligible families and is much lower than actual 
child care costs. 

Unable to forego critical income from work, many parents have little choice but to seek 
out low-quality care, potentially putting their children’s health, safety, and development 
at risk. The Center for American Progress recently proposed a tax credit that would 
expand access to affordable high-quality child care, allowing more low-income parents 
to participate in the work force while promoting their children’s healthy development.19 
High-quality child care is an investment in the nation’s human capital: It increases 
children’s school readiness and reduces the educational disparities—based on socioeco-
nomic status—that can be predicted long before a child even starts kindergarten.20 
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Conclusion

Radically reducing poverty in America may sound like a costly proposition. But com-
pared with the billions of dollars that lawmakers give away to the wealthy each year, 
Congress could make a huge dent in poverty at a bargain price. What’s more, invest-
ments that reduce poverty today will provide enormous economic opportunity for gen-
erations to come. Prioritizing the nation’s struggling families is an investment Americans 
cannot afford not to make.

Rachel West is an Associate Director for the Poverty to Prosperity Program at the Center for 
American Progress. 

* Update, April 15, 2016: This sentence has been updated with new data on the number of 
workers who would be helped by President Obama’s and Speaker Ryan’s proposals, as well as 
the number of people who would be lifted out of poverty.
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Sources for figures

Figure 1 represents estimated average one-year revenue loss 
from not allowing the estate tax cut to return to its level prior 
to the so-called Bush tax cuts—that is, to its level under 2001 
law—versus the estimated one-year costs of President Obama’s 
EITC proposal for workers without qualifying children and 
the Center for American Progress’ proposal to strengthen the 
Child Tax Credit. See James R. Nunns and Jeffrey Rohaly, “Tax 
Provisions in the American Taxpayer Relief Act of 2012 (ATRA)” 
(Washington: Tax Policy Center, 2013), available at http://www.
taxpolicycenter.org/uploadedPdf/412730-tax-Provisions-in-atra.
pdf; authors’ calculations adjusted to 2015 dollars using data 
from Bureau of Labor Statistics, “Table 1: Consumer Price Index 
for All Urban Consumers (CPI-U): U.S. city average, by expendi-
ture category,” available at http://www.bls.gov/news.release/cpi.
t01.htm (last accessed April 2016); Benjamin Harris, “Estate Taxes 
After ATRA” (Washington: Tax Policy Center, 2013), available 
at http://www.taxpolicycenter.org/publications/estate-taxes-
after-atra; Rachel West, Melissa Boteach, and Rebecca Vallas, 
“Harnessing the Child Tax Credit as a Tool to Invest in the Next 
Generation” (Washington: Center for American Progress, 2015), 
available at https://www.americanprogress.org/issues/poverty/
report/2015/08/12/118731/harnessing-the-child-tax-credit-as-
a-tool-to-invest-in-the-next-generation/; Office of Management 
and Budget, Analytical Perspectives: Budget of the U.S. Govern-
ment, Fiscal Year 2017 (Executive Office of the President, 2016), 
available at https://www.whitehouse.gov/sites/default/files/
omb/budget/fy2017/assets/spec.pdf. 

Figure 2 represents the estimated one-year revenue loss from 
letting companies defer paying taxes on foreign profits versus 
the estimated one-year cost of switching from the USDA’s Thrifty 
Food Plan to the Low-Cost Food Plan in SNAP. See Office of Man-
agement and Budget, Analytical Perspectives: Budget of the U.S. 
Government, Fiscal Year 2016 (Executive Office of the President, 
2015), available at https://www.whitehouse.gov/sites/default/
files/omb/budget/fy2016/assets/spec.pdf; authors’ calculations 
using data from Center for Nutrition Policy and Promotion, 

Official USDA Food Plans: Cost of Food at Home at Four Levels, 
U.S. Average, February 2016 (U.S. Department of Agriculture, 
2016), available at http://www.cnpp.usda.gov/sites/default/
files/CostofFoodFeb2016.pdf; U.S. Department of Agriculture, 
“Supplemental Nutrition Assistance Program (SNAP),” available 
at http://www.fns.usda.gov/pd/supplemental-nutrition-assis-
tance-program-snap (last accessed April 2016).

Figure 3 represents the estimated one-year revenue loss from 
the exclusion of capital gains on home sales versus the esti-
mated one-year cost of the Bipartisan Policy Center’s proposal to 
give rental assistance to everyone whose income is at or below 
30 percent of area median income through a reformed voucher 
program. See David Sanchez, Tracey Ross, and Julia Gordon, “An 
Opportunity Agenda for Renters: The Case for Simultaneous 
Investments in Residential Mobility and Low-income Com-
munities” (Washington: Center for American Progress, 2015), 
available at https://www.americanprogress.org/issues/poverty/
report/2015/12/16/126966/an-opportunity-agenda-for-renters/; 
Office of Management and Budget, Analytical Perspectives: Bud-
get of the U.S. Government, Fiscal Year 2015 (Executive Office of 
the President, 2014), available at https://www.whitehouse.gov/
sites/default/files/omb/budget/fy2015/assets/spec.pdf. 

Figure 4 represents the estimated one-year revenue loss from 
the step-up in basis for capital gains tax expenditure versus the 
estimated one-year cost of the Center for American Progress’ 
child care proposal. See Benjamin Harris and others, “Tax Sub-
sidies for Asset Development: An Overview and Distributional 
Analysis” (Washington: Tax Policy Center, 2014), available at 
http://www.taxpolicycenter.org/UploadedPDF/413048-tax-sub-
sidies-for-asset-development.pdf; Katie Hamm and Carmel Mar-
tin, “A New Vision for Child Care in the United States: A Proposed 
New Tax Credit to Expand High-Quality Child Care” (Washington: 
Center for American Progress, 2015), available at https://cdn.
americanprogress.org/wp-content/uploads/2015/08/31111043/
Hamm-Childcare-report.pdf. 

https://www.whitehouse.gov/sites/default/files/omb/budget/fy2017/assets/spec.pdf
https://www.whitehouse.gov/sites/default/files/omb/budget/fy2017/assets/spec.pdf
http://www.fns.usda.gov/pd/supplemental-nutrition-assistance-program-snap
http://www.fns.usda.gov/pd/supplemental-nutrition-assistance-program-snap
https://cdn.americanprogress.org/wp-content/uploads/2015/08/31111043/Hamm-Childcare-report.pdf
https://cdn.americanprogress.org/wp-content/uploads/2015/08/31111043/Hamm-Childcare-report.pdf
https://cdn.americanprogress.org/wp-content/uploads/2015/08/31111043/Hamm-Childcare-report.pdf
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