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With 12.7 percent of Americans—40.6 million—living in poverty, of whom 13.2 
million are children, it is critical for states to create low-cost, easy-to-implement 
mechanisms to lift families out of poverty. One of the proven game changers in 
addressing poverty is increasing people’s level of educational attainment.
This is what the Citizens’ Committee for Children was thinking in New York as we 
were successfully convincing the state legislature to pass and the governor to sign a 
new law to allow families to (1) split their state tax refund and (2) direct a portion of 
the refund into a 529 college savings account, at the time they are filing their taxes.1 
Figure 1 clearly shows that both nationally and in New York City, a college degree 
boosts earning power. For many children, earning a higher education degree may be 
the key to escaping poverty and building wealth and assets. 

FIGURE 1: MEDIAN INCOME BY EDUCATION LEVEL (2016 CENSUS)

Ensuring that children have a college identity—that is, see themselves as college 
bound—is easier than one might think!

According to a study by the Center for Social Development, low- and moderate-
income children with just a little savings designated for school are more likely to 
attend and graduate from college. Specifically, they found that a low- or moderate-
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income child with savings of $1 to $499 prior to reaching college age is three times 
more likely to enroll in college and four times more likely to graduate than a child 
without savings.2 Essentially this means that saving less than $500 for college has the 
potential to nearly double one’s median income later in life.

The paramount importance of a college degree for future income, along with the 
idea that a small amount of savings fosters a college identity, inspired us at Citizens’ 
Committee for Children of New York, Inc., along with our colleagues at The Financial 
Clinic, to brainstorm how we could make it easier for families, particularly low- and 
moderate-income families, to save even a small amount of money for their children’s 
college education.

We developed a proposal that would create a mechanism to permit New York State tax 
filers to split their state income tax refund and direct a portion of it into New York’s 
529 college savings program. At the time of our advocacy, the ability to split a tax 
refund and direct a portion into a 529 savings account was possible only at the federal 
level and in six other states (Arkansas, California, Hawaii, Maryland, Ohio, and 
Oregon).3 

As a child advocacy organization, we partnered with The Financial Clinic, an 
organization of experts in helping families and individuals achieve financial security. 
We then created the New York Asset Development Coalition, comprising advocates 
and providers with diverse expertise, to champion the legislation. We first tried to 
pitch the proposed law change to the Governor’s Office and the Department of 
Taxation and Finance. Although they expressed interest in our proposal, we ultimately 
needed to take it to the legislature. There we found a great deal of support and 
actually saw two similar pieces of legislation advance through the two chambers of the 
legislature.

The law we helped to craft and then successfully advanced in New York will have the 
potential to transform the annual tax filing process into a meaningful step toward 
college for thousands of children in households concerned about the high cost of 
postsecondary education. Reducing barriers to college attendance is a critical strategy 
to help New Yorkers, and all Americans, meet the challenges of tomorrow’s labor 
market and to build a robust workforce.
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While this law advances a universal approach to help all New York households save at 
tax time and bring college education within reach, it will have a particularly beneficial 
impact on the lowest-income households in our state. For many families, tax time may 
be one of the only, or the only, time when they have funds available to deposit into a 
529 college savings account. This is particularly true for low-income families, whose 
tax-time earned income tax credit refunds often make up as much as 40 percent of 
their incomes.

The bill, which passed unanimously through both houses of New York’s legislature, 
was signed into law in November 2016, and its provisions will be available to New 
Yorkers for the first time when they file their 2017 taxes. Notably, there is essentially 
no cost to the state for implementing this law, aside from making revisions to the tax 
forms, a process that happens every year anyway.

Here in New York, our next steps are to ensure that New Yorkers know they can split 
their refund, understand the importance of saving for college, and have access to tax 
filers who can assist them in this process. From here, we will be advocating to exempt 
529 college savings plans from the asset limit test used to calculate eligibility for public 
assistance programs, so that we can remove any disincentive for low-income New 
Yorkers to save for college.

We hope our successful advocacy in New York can be a model for other states looking 
for new ways to give their children a college identity. Though the details of 529 plans 
differ from state to state, their underlying purpose is the same: to help families save 
money so their children can go to college. The money contributed to a 529 college 
savings plan can be used at eligible two- or four-year colleges for tuition, certain room 
and board expenses, books, and other supplies. Savings in these plans also offer federal 
and state tax benefits. 

We look forward to seeing more states enable families to split their tax refunds and 
deposit a portion directly into a college savings account, because saving for college—
even a small amount—is one of the most important actions a family can take to put 
their children on a trajectory toward achieving financial security.
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