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Proposal  
This report considers the following proposed reforms for the Child Tax Credit, all of which 
would come into effect in 2026. Table 1 describes each reform. 

Table 1. Proposed Provisions

  
We assume TCJA CTC parameters where not specified. For example, for the reforms which raise 
the maximum credit value but do not change refundability rules, we keep the maximum per-
child refundable credit at its current-law indexed value.  

Estimated Budgetary Effects   
Table 2 below presents estimated budgetary effects over the ten-year budget window starting in 
fiscal year 2026. The first line, TCJA CTC, is relative to the current law baseline in which the 
TCJA expires, and the subsequent scenarios are relative to the TCJA CTC. Budget-window totals 
are reported both in dollars and as a share of GDP. 
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Table 2. Estimated Budgetary Effects, FY2026-2035

  

Methodological Assumptions  
We estimated the budget effects of this proposal using our tax microsimulation model. Model 
version 65d398a is used to generate the numbers in this report.  

  

https://budgetlab.yale.edu/research/tax-microsimulation-budget-lab
https://github.com/Budget-Lab-Yale/Tax-Simulator/tree/65d398a8e5137c6a35689d01a5fb49dc8cc6f6c6
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Addendum  
Following comparison with other organizations’ work on increasing the credit value to $3,000, 
we re-ran our modelling of Option 6 (Credit value $2,500) and Option 7 (Credit value 
$3,000). Relative to the previous iteration, these new scenarios have no maximum refund, have 
a phase in that begins at the first dollar of income, and have a credit that phases in per child 
(which we had previously modeled in Option 4). The new results are shown below.  

Table 3. Revised Estimated Budgetary Effects FY2026-2035  

  

As above, the scenarios are relative to the TCJA CTC. Budget-window totals are reported both in 
dollars and as a share of GDP.  

These additional parameters increase the proposals’ cost by $149B and $244B respectively. This 
stems from low-income families now being able to receive a greater portion of the more generous 
credit, whereas before they were limited by having lower tax liabilities than their higher earning 
counterparts. With a lower phase-in threshold and no cap on refunds, they receive the credit 
earlier and at a higher value. Low-income families with multiple children benefit the most from 
these additional reforms.  
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Second Addendum 
We ran an additional set of scenarios to account for a full extension of the Tax Cuts and Jobs Act, 
whereas before we had only simulated the extension of the TCJA’s Child Tax Credit. This change 
dramatically increases the cost of every policy configuration relative to current law, with the 
specific amount being approximately $2.1 trillion over the budget window.   

Table 4. Estimated Budgetary Effects, Revised FY2026-2035  

  

The results relative to full TCJA extension are mostly unchanged, with some scenarios differing 
in cost due to changes in taxable income. The same pattern holds for the additional scenarios 
detailed in the previous addendum, the results of which may be seen below.  

Table 5. Estimated Budgetary Effects, Revised FY2026-2035  
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