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Background & Context

The federal tax system is a powerful, effective financial tool for supporting struggling
renters and preventing housing instability. Financial resources that flowed through the tax
code, such as multiple rounds of economic stimulus payments and temporary expansions
of the Child Tax Credit (CTC) and Earned Income Tax Credit (EITC), proved effective in lifting
people, especially children, out of poverty. These critical investments enabled the United
States to prevent - even temporarily - an eviction tsunami, and improve the food security,
mental health, and overall financial security of millions of households.

Realizing the human right to housing entails guaranteeing the availability of affordable,
accessible housing to all who require it. Housing affordability often leads to housing
stability, and individual safety and security.

Inequities remain in our federal tax system, but we can change this system to do a better
job of addressing the affordable housing and homelessness crisis. For decades,
policymakers have used tax policy to concentrate wealth mostly among those who already
have it. This has created, maintained, and even increased disparities in income and wealth.
Lawmakers have done little to address these disparities or create opportunities for low-
and middle-income people to build wealth. While there are progressive elements of the tax
code, it often benefits wealthy people and corporations, leaving everyone else behind.



The gaps in wealth between upper-income and middle- and lower-income families
are rising, and the share held by middle-income families is falling

Median family wealth, in 2018 dollars, and share of U.S. aggregate family wealth, by income tier
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At RESULTS, we are dedicated to creating a progressive tax code that serves as a tool for
addressing poverty and inequality in the United States. RESULTS has a long history of
building bipartisan support for anti-poverty policies, including targeted tax credits for low-
income Americans. Now, we are hoping to reach a group that is often forgotten by tax
policymakers: renters.

This document explains what a renter’s tax credit is, why it is needed, and how it could
work to benefit struggling tenants across the country.

Why Renters?

Renters are often left behind by the existing tax code. Despite their contributions to the
economy, many tax breaks, such as the mortgage interest deduction, the first-time
homebuyer credit, and state and local deductions, only benefit homeowners. This
contributes to widening wealth disparities.” Prioritizing no- and low-income renters is an
important step in creating a progressive tax code.



FIGURE 4.
Change in Housing Expenditures as a Share of Total Household
Expenditures, by Tenure and Income, 2002 to 2019
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High rent costs are a severe burden on low-income renter households.? Even before the
COVID-19 pandemic, millions of people in the United States struggled to afford housing.
Now, rents are skyrocketing, and people are struggling even more to keep up. To make
matters worse, wages are not increasing with rents. Right now, a minimum-wage worker
cannot afford a two-bedroom apartment in any state in the United States.? A recent report
found that nearly half of all renter households are spending more than 30 percent of their
incomes on rent and utilities each month, forcing people to make an impossible choice
between housing and other necessities like food or healthcare.* And when tax benefits are
given to homeowners, landlords, and developers, they are not necessarily passed down to
renters.

Tax credits and other tax benefits would immediately and directly help people afford their
rent, providing housing stability and preventing evictions and homelessness. It would also
give people the freedom to spend their incomes on other necessities, such as food,
clothing, healthcare, and childcare. The tax code, if designed to benefit and prioritize
renters, could also help lift households further away from poverty and give them more


https://www.hamiltonproject.org/assets/files/A_Comparison_of_Renters_and_Homeowners.pdf

freedom and financial security. We would all benefit from a healthier, happier population
that thrives and promotes economic growth.

What is a Renter’s Tax Credit?

A renters' tax credit would cap out-of-pocket rent and utilities expenses, so that low-income
families can afford a safe place to live without sacrificing other basic needs. It would
provide direct, immediate relief to struggling renters. With a renter’s tax credit, households
who are considered “rent-burdened" would receive a tax benefit based on their income
and/or how much they spend on rent. A renter’s tax credit uses the tax code to deliver
targeted relief to struggling renter households, similar to the Child Tax Credit and Earned
Income Tax Credit.

A renter’s tax credit could be calculated in different ways. One method is based on the
relationship between a household's income and the amount of rent they pay. A household
is considered rent-burdened if they pay more than 30 percent of their income toward rent.
This means that we could base a renter’s tax credit on this percentage. The basic formula
for this could be as follows:

credit amount = rent paid - 30 percent of income

For example, if someone makes $1,000 per month, technically they should only spend $300
per month (30 percent) on rent. If they spend $500 per month on rent, this is $200 more
than they should be forced to spend. To make up for this, they would receive a $200 per
month renter’s tax credit.

Although a federal renter’s tax credit has not yet been enacted, several members of
Congress have introduced refundable renter’s tax credit legislation. One was by then Sen.
Kamala Harris (51106, https://bit.ly/3bNA2i0), with a companion bill from Rep. Danny Davis
(HR2169, https://bit.ly/3bNA2i0); and the other was by Sen. Cory Booker (52684,
https://bit.ly/3nu6xnZ) with a companion bill from Rep. Jim Clyburn (HR4808,
https://bit.ly/30ZE19w).> These proposals seek to provide relief to a broader population of

struggling renters uniformly across the nation. The Terner Center for Housing Innovation at
the University of California, Berkeley drafted a seminal paper that formed the basis for
these various policy proposals in Congress.® What distinguishes these federal proposals
from their state counterparts (more below) is that the refundable tax credit will be paid out
on a monthly basis, just like rent.

Many states already have some variation of a tax credit or deduction for renters in place,
providing a lifeline to those who are eligible to receive them.’” But these benefits are not
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sufficient to address the housing affordability crises that many households experience. And
none of them meet the criteria of being a fully refundable, monthly credit.

States such as Arizona,® Colorado,’ Connecticut,’ lowa,'" Missouri,'> Montana,"® New
Mexico,'* North Dakota,' Pennsylvania,’® Rhode Island,’” and Utah'® have renter's tax
credits but limit eligibility to the elderly and/or people with disabilities.

Some states, like Arizona,' California,?® Hawaii,”’ Maryland,?> Michigan,?®* Missouri,?* Rhode
Island,?®> and Utah?® have renter’s tax credits that are not refundable and only reduce a
household’s tax liability without providing any cash refund.

Similarly, Indiana,?” Massachusetts,” and New Jersey?* have deductions for renters that
only reduce taxable income and do not benefit lower-income households. In other states
where the cost of living is very high, like California®® and Hawaii,*' the renter’s tax credit is
less than $100, which does not provide any tangible benefit to reduce rent hardships.

Additional states, such as Kentucky®? and Nebraska,* have introduced legislation for a
state-level renter’s tax credit.

What kind of Renter’s Tax Credit do we need?

In order for a renter’s tax credit to truly help struggling renters, the credit must be a fully
refundable tax credit. There are several states who offer a refundable tax credit, including
Maine, Minnesota, New York, Vermont, Washington, D.C., and Wisconsin. But what does a
fully refundable tax credit mean?

Refundable v. Non-Refundable

A refundable tax credit simply works like this - if your tax credit is larger than the amount
of taxes you owe, you receive a refund for the difference. For example, if you owe $300 in
taxes and receive a $500 refundable tax credit, you would receive the remaining $200 as a
tax refund. This is a great way to get money into people's hands, and it gives them the
flexibility and freedom to make family financial decisions. This is how the EITC works, as
well as the 2021 expanded CTC.

However, if the credit was not refundable, the remaining $200 of your credit would
disappear. Non-refundable tax credits, which most are, typically only benefit people with
higher incomes.

Credit v. Deduction

As noted above, a credit is a reduction in the amount of taxes you owe. A deduction, on the
other hand, is a reduction in the amount of your taxable income. For example, if you make
$1,000 of taxable income and receive a $600 tax deduction, you would only have $400 of



taxable income. Lower taxable income means lower taxes owed. Like a non-refundable tax
credit, deductions typically benefit people with higher incomes. Because of the progressive
nature of our tax code, lower-income Americans already have little or no taxable income,
thus a tax deduction has minimal or no impact on their tax liability. The most common
federal tax deduction is the standard deduction, used by about 90 percent of tax filers.

Why do we need a Renter’s Tax Credit?

The tax code reflects the priorities of the country. Policymakers use the tax code to collect
revenue for the country and benefit various groups. Unfortunately, the tax code currently
works to benefit wealthier individuals and corporations, often at the expense of those with
lower incomes or without large amounts of wealth. At RESULTS, we recognize that a more
progressive tax code can help shrink wealth and income disparities, reduce poverty, and
expand opportunity.

As we saw with the 2021 expansions of the Child Tax Credit (CTC) and Earned Income Tax
Credit (EITC), fully refundable tax credits are powerful tools in addressing poverty. These
credits helped offset the cost of raising kids (CTC) and provided a boost for workers’
incomes (EITC). The CTC alone reached over 61 million children in December of 2021,
cutting child poverty by almost 30 percent. Families used this extra income to pay for food,
healthcare, childcare, and other necessary expenses. They also used it to replenish or grow
their savings for long-term stability. The CTC not only decreased child poverty in the short
term, but it also increased family social mobility in the long term.** Sadly, Congress let both
of these expansions expire at the end of 2021.

Note that the expanded EITC was not a monthly payment. It was received as a tax refund when
workers filed their 2021 federal tax returns in early 2022, As such, data on how much the
expanded EITC reduced poverty for these workers is not yet available.

The tax code is a key tool for making structural change. Our advocacy on tax policy is not
only about one-time payments for emergencies. It is about long-term policies that address
historic underinvestment in renters, assist those who are struggling, and give people the
resources to get ahead. The renter’s tax credit would provide targeted and increased
support for those who have low or very low incomes and higher levels of rent burden.

Delivering new benefits through the tax code is possible. Using the existing mechanisms
for the advanced CTC, the EITC, and the Economic Impact Payments (stimulus checks
during the first year of the COVID-19 pandemic), we know we can put money directly in the
pockets of people who need it - even on a monthly basis. Using the tax code this way cuts
administrative costs and burdens.



The tax code is an important tool in our advocacy toolbox for addressing the needs of
people who are struggling in this country. While there are many important programs, like
Housing Choice Vouchers, Public Housing, and other programs through the Department of
Housing and Urban Development (HUD), these are not accessible or available for many
people. Right now, only one in four eligible renters receives federal housing assistance due
to inadequate funding. With a renter's tax credit, we can address many of the gaps we see
with these programs, such as the long waitlists to receive benefits, refusal of landlords to
take part in programs, and limited housing choice. One study found that a renter’s credit
would assist two and half times as many poor renters and nearly three times as many
severely cost-burdened renters as existing housing subsidy programs.®?

A refundable renter’s tax credit would broadly benefit households that existing housing
and homelessness programs are unable to serve.

There is no one-size-fits-all solution to addressing the affordable housing and
homelessness crises. Congress provides modest funding for conventional housing
assistance and homelessness programs. But these programs are provided only to a small
segment of the population who need assistance and meet certain eligibility requirements.
Efforts to expand them quickly through the congressional appropriations process is just
not feasible given the incremental and discretionary nature of that process. Instead, a
renter’s tax credit would be a more immediate and complementary way of addressing the
problems with current aid programs.

Many states and local communities are also taking additional steps to address the
affordable housing crisis. But these actions, along with the patchwork of state-level renter's
tax credits, are not enough to ensure everyone who needs housing assistance receives it.
Many households do not qualify for these programs because of narrow eligibility guidelines
that limit who gets assistance. And those who are eligible endure extremely long wait lists®
or face discrimination in the housing market.?” A recent audit of the U.S. Department of
Housing and Urban Development (HUD) showed low use of housing vouchers.*® These low
rates are not due to absence of need nor demand, but rather the chronic underfunding of
the program. In addition, long-term plans to increase the supply of affordable housing will
provide only minimal relief (if any) for currently suffering and struggling families.*

As the Terner Center suggests, effective housing policy should be a ladder of opportunity.*
Each rung on the ladder should help people reach their goals, whether that is
homeownership, escaping poverty, affording necessities, or moving to a preferred area.
However, the ladder of housing policy today is neither complete nor accessible. The
renter’s tax credit would be another important rung on that ladder to supplement and
complement existing housing programs - it is an additional and critical tool to solve



remaining issues with affordable housing, poverty, and homelessness. A renter’s tax credit
that reaches a broader segment of the population would provide much needed housing
stability that would likely keep adults in the workforce, off public benefits, and prevent
households from entering the homeless system of care.

A renter’s tax credit is urgently needed to address the worsening affordable housing and
homelessness crises as pandemic assistance ends.

The COVID-19 pandemic exacerbated the housing affordability, eviction, and homelessness
crises that have existed for decades. Local, state, and federal governments intervened to
prevent the imminent threat of further economic fallout from the pandemic by enacting
eviction moratoria, spending bills, and tax reforms to provide immediate cash relief to
struggling renters and families.

Many of these interventions enacted and passed during the height of the pandemic have
already ended. Yet increased housing demand together with the ongoing shortage of
affordable housing in the United States (which existed before the pandemic) are causing
home and rental prices to soar.*’ Economists predict that rising rents and home prices are
unlikely to slow down anytime soon, putting more pressure on already struggling
families.*

A renter’s tax credit for lower-income individuals and families would help defray the cost of
rent, particularly at a time when rent increases have outpaced inflation and wage growth.
By providing housing stability to households, a renter’s tax credit would prevent many
more Americans from experiencing homelessness.

A refundable renter’s tax credit creates a more equitable tax code.

Pursuing a renter’s credit is also a matter of equity. The tax code has long given benefits to
homeowners (primarily through residential mortgage interest and property tax deductions)
as well as builders, developers, and landlords (through the Low-Income Housing Tax
Credit), but not to renters, who are basically entering a lottery for federal rental assistance.
Also, many tax breaks, such as the mortgage interest deduction, the first-time homebuyer's
credit, and state and local property tax deductions, mostly favor white, wealthy
homeowners. This disparity exacerbates already enormous racial income and wealth
gaps.® Similarly, the current lack of affordable rental housing across the United States
provides evidence that these white wealthy landlords are not passing the economic
benefits they receive from the tax code on to renters.



Cost Burdens Are Widespread among Renters, Lower-Income Households, and Households of Color

Share of Households with Cost Burdens (Percent)
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A refundable tax credit for renters would be one more effective tool in addressing
housing affordability and lifting households out of poverty.

“Refundable” tax credits can be effective in lifting vulnerable individuals out of poverty,
especially those in households with very low or no income.* A refundable tax credit can be
designed so that it provides immediate cash benefits even to families who are not required
to file a tax return (because their income is too low). If a household's refundable tax credit
is larger than the amount of income taxes they owe, they receive a refund for the
difference. This approach returns money into people's hands, giving them the choice and
flexibility to make pressing fiscal decisions efficiently. By comparison, if the tax credit is not
refundable, it provides no benefit to households that have little or no tax liability. As with
deductions, non-refundable tax credits are generally only beneficial to people with higher
incomes.

The CTC and EITC boost household resources to pay for basic needs like housing, utilities,
and food. Temporary enhancements to the CTC enacted in 2020 and 2021 cut child poverty
in half in the United States. While most families with children qualified for the 2021
enhanced advanced monthly payments, full refundability of the CTC particularly benefitted
marginalized low-income households and households of color who might not be required
to file income tax returns. When those provisions expired at the end of 2021, child poverty
rose by 41 percent.*



As mentioned above, the federal government's robust and rapid fiscal response to the
pandemic demonstrated the enormous potential of tax policy to lift people out of poverty.
And this response did so with little-to-no administrative overhead or burdensome
compliance requirements.*® Given the ability to target tax subsidies directly to renters,
landlords would not be able to discriminate the same way they do with tenants who use
Housing Choice Vouchers or other similar types of housing subsidies.

A renter’s tax credit helps achieve economic and housing justice for all.

Households of color are more likely*” than white households to be renters; and renters of
color faced the greatest financial hardship during the pandemic, with over one in seven
falling behind in their rent payments.*® The lack of fair and affordable housing in urban,
suburban, and rural communities contributes to housing instability, evictions, and even
homelessness, all of which disproportionately impact communities of color. The COVID-19
pandemic exacerbated these conditions, putting vulnerable communities at even greater
risk of losing their homes when everyone was sheltering in place to prevent the spread of
the virus.*

Black and Latinx renters in general, and women in particular, are more likely to face
eviction threats, actual evictions, and exposure to the negative consequences of eviction
like bad credit, homelessness, job loss, and depression.®® From 2012 to 2016, Black
individuals made up 19.9 percent of all adult renters but 32.7 percent of all defendants in
eviction filings.>" Black people are also more likely to experience homelessness and to
access shelters; they make up 13 percent of the general population, but more than 40
percent of the homeless population. ** These disparities extend to other communities in
the United States as well - Native Hawaiians and Pacific Islanders currently have the
highest rate of homelessness.>
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Even If They Own Homes, Black and Hispanic Households Have Significantly Less Wealth
than White Homeowners
Median Net Wealth in 2019 (Thousands)
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Further compounding this housing injustice is economic injustice. Federal, state and local
tax policies have systemic designs that were intentionally constructed to benefit white
households and undermine wealth accumulation for households of color.>* Federal tax
housing subsidies are heavily skewed to high-income households and wealthy
homeowners.> But homeownership remains out of reach for many people of color.”* A
refundable renter’s tax credit could provide renter households, many of whom are renters
of color, with much needed housing stability, reducing their likelihood of getting evicted
and experiencing homelessness - all without sacrificing other basic needs.

The renter’s tax credit also addresses the existing urban and rural divide. A renter’s tax
credit would apply to urban and rural renters regardless of location, ensuring that
everyone receives the benefits they need.

By alleviating rent-cost burdens, this credit can help people obtain stable, accessible, and
affordable housing. Additionally, the credit allows people to access housing in the areas
they choose, whether that's close to family, community, jobs, public transportation, and/or
crucial services. Such flexibility will also allow people with disabilities to find housing that is
more accommodating, thereby fostering yet another layer of equity.
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Further Readings
Center for Law and Social Policy - Principals for Federal Tax Policy

Prosperity Now - Guide to Using the Tax Code for Economic and Racial Equality

Roosevelt Institute - How the Tax Code Can Create a More Equal Economy

National Women's Law Center - A Tax Code for the Rest of Us

Brookings - Funding our nation'’s priorities: Reforming the tax code’s advantageous
treatment of the wealthy
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