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1. Introduction

The Earned Income Tax Credit (EITC) has lifted millions of American families out of poverty
since its introduction in 1975 (Center on Budget and Policy Priorities, 2023). The EITC is designed
to supplement the incomes of lower-income families, all while providing incentives for individuals
to work, and the program has often been heralded as a policy success along multiple dimensions
for the working poor and their families.!

However, the structure of the EITC has features that can penalize marriage via an EITC
“marriage penalty” for some couples, as their total credit when married may be lower than the
combined credit if filing separately as singles (Bastian, 2017). Although not all EITC couples face
such a marriage penalty and some couples even receive an EITC “marriage bonus” (or a total credit
that is greater when married than when single), the existence of an EITC marriage penalty may
disincentivize family formation and stability, which has also been shown to play a key role in
determining health and various measures of well-being, particularly in children (Gruber, 2004;
Harknett, 2009; Ribar, 2015; Braga, Blavin, and Gangopadhyaya, 2020). Indeed, the
Congressional Research Service (2022) wrote that as far back as 2001 the Joint Committee on
Taxation identified the EITC as one of the main primary causes of the marriage penalty for low-
income taxpayers.

As discussed in more detail later, EITC benefits are based on an income scale that is initially
increasing, then flat, then decreasing, so whether a couple experiences an EITC marriage penalty
or an EITC marriage bonus depends on their family income, their family size, and the division of
couples’ earnings among their members. Families in which the two spouses have similar incomes

are more likely to experience an EITC marriage penalty than couples with highly unequal earnings.

' For example, the children in families who have an increased exposure to the EITC have improved childhood
outcomes (Dahl and Lochner, 2012; Hoynes, Miller, and Simon, 2015), and they are more likely to graduate from
high school, attend college, be employed, and enjoy higher incomes than children with lower exposure (Maxfield,
2014; Bastian and Michelmore, 2018). Among women, increased exposure to the EITC in childhood is also associated
with delayed marriage and childbearing in early adulthood (Michelmore and Lopoo, 2021). Unlike other cash
transfers, the EITC reduces the disincentives to work that typically accompany other programs and in fact it generates
strong incentives to work. Indeed, early estimates found evidence of lower family labor supply among married couples
(Eissa and Hoynes, 2004) but an overall increase in employment and income (Grogger, 2003; Bastian and Jones,
2021), particularly among single mothers (Meyer and Rosenbaum, 2001). More recently, Bastian (2020) estimates
that the EITC program increased the employment of eligible mothers by 6 percent since 1975, an effect that is most
pronounced for mothers with children under the age of 3 (Michelmore and Pilkauskas, 2021), and Bastian and Jones
(2021) estimate that the EITC net cost is approximately 17 percent of its budgetary cost. Also, Schanzenbach and
Strain (2021) find that the EITC produces strong incentives to work at the extensive margin. However, recent work
by Kleven (2024) has called into question whether the observed employment effects are due to the EITC rather than
other economic conditions.



For example, using the benefits structure for the tax year 2018, a childless couple in the increasing
portion of the EITC in which each partner earns $5,190 ($10,380 total) would receive an estimated
$529 earned income tax credit. This same couple, if unmarried, would receive a $794 earned
income tax credit, resulting in an EITC marriage penalty of $265. On the other hand, a childless
couple comprised of one partner earning $13,840 and the other partner earning $0 would receive
an earned income tax credit that is almost $400 more if married than if unmarried, thereby
receiving an EITC marriage bonus. In addition to earnings differentials, the level of income also
matters. In general, couples with earnings in the flat portion of the EITC sehedule are most
susceptible to experiencing an EITC marriage penalty, while those in the decreasing portion are
most likely to experience an EITC marriage bonus.

Importantly, because family income, family size, and the division of a couples’ earning among
its members typically differ by race, there can be significant differences in the EITC marriage
penalty and marriage bonus across race. Indeed, racial differences in family income, family size,
and family income splits can generate significant racial differences in individual income tax
liabilities more generally, as argued in pathbreaking work by Brown (1997, 1999, 2004, 2007,
2009, 2022). The tax code in the United States is written in a race-blind manner, and the Internal
Revenue Service (IRS) resists even collecting race information on tax returns. Even so, the
individual income tax — and by extension the EITC — can generate disparate tax treatments by race,
largely due to household and labor market decisions that differ by race, as demonstrated by recent
work by Alm et al. (2023), Holtzblatt et al. (2024), and Costello (2024).>

However, the analyses by Alm et al. (2023), Holtzblatt et al. (2024), and Costello (2024)
consider disparate treatments by race in the overall individual income tax liability, rather than the
liability associated specifically and directly with the EITC. Given the central role of the EITC as
the main federal government instrument for redistribution to lower-income households, any
potential disparate treatment of Black versus white households is especially important — and
especially troubling. Black families earn less on average than white families, and thus they are
more likely to be affected by the features embedded in the EITC. If the EITC is a major source of
marriage penalties among low-income couples, as argued by the Joint Committee on Taxation

(2022), then any racial differences in the EITC marriage penalty/bonus can be potentially more

2 For additional discussion of the role of race in taxation generally and in the EITC specifically, see Gale (2021),
Slemrod (2022), and Hardy (2022).



prominent and more relevant within the EITC structure. A full reckoning of the magnitude and
evolution of any racial differences in the EITC marriage penalty/bonus therefore requires detailed
estimations based on household-level data through time.

This is what we do in this paper. We use detailed individual-level data from the Current
Population Survey (CPS) over the extended period of 1992 to 2019, corresponding to tax years
1991 to 2018. These data have the crucial advantage of allowing us to identify the race of the
individual or household (Black versus white). Although tax records would better capture the actual
household take-up of EITC, administrative records lack the essential and required feature of
information on race.> We use these data to estimate the EITC marriage penalty/bonus over time
for EITC-eligible couples (including cohabiting couples) who are currently married (or
cohabiting), assuming no behavioral responses of the couples. We are therefore able to quantify
the actual magnitude by race of the EITC marriage penalty/bonus through time, along with the
differential impact of the policy changes that have been adopted in an effort to make the EITC
more marriage neutral. To our knowledge, we are the first to study the evolution of the EITC
marriage penalty/bonus arising from the many structural features of the EITC across time and race.

We find that a similar percent of EITC eligible Black and white households experience a penalty
(slightly above 50 percent in the latest year in our sample), the size of the penalty is larger for
Black households. Indeed, we find that Black households experience a higher EITC marriage
penalty (or a lower EITC marriage bonus) than white households for nearly all time periods. Black
married households experience an averaged EITC marriage penalty ranging from approximately
$937 at its highest in 1998, to $214 at its lowest in 2014, compared to an averaged penalty for
white married households ranging between $700 in 1997 and $184 in 2014. (For comparison, the
estimated average EITC benefit received by these same Black households in our sample is $1,098
in 1998 and $1,558 in 2014, and for white households the average EITC benefit is $1,018 in 1997
and $1,611 in 2014; that is, if filing separately, the credit for Black married couples could have
been on average 85 percent higher in 1998 and 18 percent higher in 2014, while for white couples
it could have been 68 percent higher in 1997 and 11.4 percent higher in 2014.) Although the EITC

marriage penalties have decreased for both over time and the differences have also narrowed over

3 Government estimates for different racial groups based on tax records use statistical techniques to predict race, which
have been shown to be subject to substantial misclassification. See Derby, Dowd, and Mortenson (2024) for the
analysis of one such methodology, called “Bayesian Improved First Name and Surname Geocoding (BIFSG)”.



time, there is still a significant gap between Black and white households. Further, for cohabitating
couples, we find an estimated averaged EITC marriage penalty that is lower, on average, for both
Black and white households relative to estimates of married households. While changes to the
EITC structure have helped reduce the averaged EITC marriage penalty/bonus over time, the

magnitude of the racial differences persists.

2. The Structure and the Evolution of the Earned Income Tax Credit

Since its inception in 1975, the EITC has been amended via tax changes six times, as
summarized in Congressional Research Service (2022). These changes include the Tax Reform of
1986 (TRA86), the Omnibus Reconciliation Act of 1990 (OBRA90), the Omnibus Reconciliation
Act of 1993 (OBRA93), the Personal Responsibility and Work Opportunity Reconciliation Act of
1996 (PRWORA), the Economic Growth and Tax Relief Reconciliation Act (EGTRRA) of 2001,
and the American Recovery and Reinvestment Act (ARRA) of 2009. Of these six reforms, four
have a relevant impact on our analysis while two (TRA86 and PRWORA) resulted in changes
whose effects do not appear in our sample period (TRA86) or that do not have any noticeable
impacts on our findings (PRWORA).*

Originally, the EITC provided the same credit regardless of family size if the family included
at least one qualifying dependent. In 1990, however, OBRA90 had a significant impact because it
modified the formula so that eligible families with two or more children received a larger credit
than families with one child, increasing the eligible maximum credit to $1,197 for families with
one child and $1,235 for families with two or more children. In 1993, OBRA93 legislation further
increased the credit for larger families, with a maximum credit of $2,038 for eligible families with
one eligible child and a maximum credit of $2,528 for eligible families with two or more children.
This legislation also allowed childless individuals to be eligible for a credit, with a maximum credit
of $306. Note that expanding the EITC credit to childless individuals has important implications
for an EITC marriage penalty/bonus. After this expansion, if a couple decides to file separately,
the individual claiming children can receive the credit, and the partner without dependents can also

be eligible for the EITC, increasing the overall credit received, if unmarried. While these changes

4 TRAS86 increased the credit available and allowed for greater changes due to inflation, affecting eligible families
proportionally, but was enacted in 1986. PRWORA required a Social Security number of all eligible family members
to receive the EITC, and it had no relevant effects on the marriage penalty/bonus.
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are race-blind, differences in childbearing across races can potentially create systematic
differences, with one group being disproportionally affected, as we demonstrate later.

Concerns about a potential increase in the marriage penalty and its possible effects on affect
marital decisions resulted in modifications embedded in the EGTRRA and the ARRA.>® EGTRRA
in 2001 increased the phase-out income for married couples relative to unmarried individuals. This
“marriage penalty relief” specified a $1,000 higher phase-out level for married couples in 2002,
which increased each year until reaching a $3,000 higher phase-out income level in 2008-2010.
ARRA in 2009 extended this EITC “marriage penalty relief” to a $5,000 higher phase-out income
level. This legislation also created a maximum credit for eligible families with three or more
children that was larger than the maximum credit for those with less than three children. Previously,
an eligible family with three or more children would receive a maximum credit of $5,028 compared
to a maximum credit of $5,657 after the legislation.

All of these changes, some of which were specifically aimed at reducing the EITC marriage
penalty, invoke the importance of not only studying race differentials at one point in time but also
analyzing the evolution of such differentials over time because such changes may have affected
Black and white households differently. The next sections discuss our methods for this analysis,

followed by the results of our analysis.

3. Estimating the Earned Income Tax Credit Marriage Penalty/Bonus

Estimating the EITC marriage penalty/bonus requires computing the combined earned income

tax credit that couples are eligible to receive assuming they are unmarried compared to the credit

> Ellwood and Sawhill (2001) noted the marriage penalty in the EITC, and they proposed various structures to reduce
this penalty. Hoffman (2003) suggested additional measures that would reduce the penalty further.

® Even aside from the equity concerns arising from disparate effects of the EITC on marriage penalties or bonuses,
there are additional concerns that these marriage penalties and bonuses may have significant effects on family
formation and marriage rates. Previous research on the effects of EITC on marriage has so far yielded mixed findings.
Eissa and Hoynes (1999) found that a lower EITC benefit if married results in a lower marriage rate while Ellwood
(2000) and Dickert-Conlin and Houser (2002) found that the EITC did not affect marriage rates. More recently, Isaac
(2020) finds that the expansion of the EITC generated an increase in divorce among some women but had no effect
on marriage. The potential impact of the EITC on marriage is demonstrated by Michelmore (2018), who simulated a
marriage market for a sample of single women eligible for EITC and predicted spousal net earnings. She estimates
that these women would lose approximately half of their averaged EITC benefits if they were to marry and that these
potential losses would lead to a one percentage point decline in the likelihood of marriage for low-income women.
Michelmore (2018) also considered the differential effects by race, and she finds that, similar to white women, Black
women do not appear to be more likely to marry in the presence of a marriage bonus but that they are predicted to be
twice as likely to cohabitate in the presence of a marriage penalty. See also Friedberg and Isaac (2024), who find that
marriage decisions of same-sex couples are affected by the tax consequences of marriage.
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that they would receive assuming they are married. If the couple receives a lower tax credit when
married, then they are classified as having a marriage penalty; likewise, if a couple receives a
larger tax credit when married, then they are classified as having a marriage bonus. To make these
calculations, we employ data from the Current Population Survey (CPS) obtained through the
Minnesota Population Center (Flood et al. 2023).

We use a representative sample of low-income married households eligible for the EITC from
the CPS data, which includes information on marital status, race, working status, number of
children, and annual earnings for the members of these households.” We gather information on
wage, business, and farm income for eligible individuals in the sample to account for all sources
of earnings that could potentially affect the magnitude of the tax credit for either an individual
(when single) or the family (when married).

We designate households as EITC-eligible either if the couple qualifies for the EITC if married
or if either partner would qualify for EITC if unmarried. This allows us to capture any marriage
penalty that is embedded in the EITC even if a married couple would only qualify for the EITC if
unmarried. Any analysis that only considers households currently receiving EITC may
underestimate the scope of the marriage penalty because it is excluding couples for whom being
married makes them ineligible for an EITC benefit that they would receive if unmarried.
Additionally, only households with positive earnings are categorized as EITC-eligible.

After restricting the sample to EITC-eligible couples, our sample includes 220,495 married
households over the 1992 to 2019 calendar years.® Because the information collected by the CPS
for any given year relates to the previous year’s earnings, we then use the tax codes for, say, 1991
to estimate the tax liabilities for 1992 CPS data, which means that our various marriage tax/bonus
calculations relate to the 1991 to 2018 period. We follow Feenberg and Coutts (1993) by inputting
our individual micro-level data into the National Bureau of Economic Research (NBER) TAXSIM

model to estimate the tax liability and the EITC for each household (or individual when assumed

7 Although single individuals are also affected by the potential of a marriage penalty or bonus, including singles in the
sample requires a different set of assumptions about their taste for marriage. While those assumptions may not need
to be as strong for cohabiting couples, who are observable in the CPS sample, many of the previous estimates of
marriage penalties in the literature rely on samples of married individuals, who have already shown a preference for
marriage. Indeed, while the full incidence across races may also require the inclusion of single and unmarried
individuals, limiting the sample to married individuals allows us to estimate racial differences across individuals who
are actually experiencing an EITC marriage penalty or bonus.

8 We consider households with a combined income of less than $85,000 (in 2020 dollars). Any couple in this income
range estimated to not receive a credit — both married and unmarried — is dropped, leaving us with the total of 220,409
couples.



to be filing separately), using the relevant CPS year’s income and other relevant information, along
with the previous year’s tax code.’ Note that the use of TAXSIM implicitly assumes 100 percent
take-up of EITC if eligible.!® For all taxing units, TAXSIM automatically computes their EITC
eligibility and credit amount.

We calculate the EITC marriage penalty/bonus for eligible married couples in our sample in
three steps, following standard practice (Eissa and Hoynes, 2000; Alm and Leguizamon, 2015;
Alm et al., 2014, 2023). First, for each of these married couples in our sample, we calculate the
joint EITC. Second, to calculate the total EITC each would receive if they were unmarried, we
estimate each spouse’s EITC as if each was single — i.e. as if they were still the same household
but they were cohabiting instead of being married — and we add these two individual EITCs to get
their combined EITC in this hypothetical “divorce”. Third, we calculate the difference in EITC for
the married couple when filing jointly versus the combined EITC when filing separately and
cohabiting. A couple faces an EITC marriage penalty if this difference is negative (or a lower total
credit if married) and an EITC marriage bonus if this difference is positive. To generate aggregate
average estimates for each year, we use household weights in the CPS. For comparability across
time, all dollar values are adjusted for inflation and expressed in constant 2020 dollars using the
Bureau of Labor Statistics CPI index.

As pointed out by Alm et al. (2023), the race classification of households, although available in
the CPS, is not straightforward. The Census has changed over time how individuals self-report
race. At the beginning of the sample period, individuals might have identified themselves with one
race. However, starting in the late 1990s people were able to report more than one race. When we
add this complexity to the fact that we need to classify couples (e.g., two partners) into a race
category, we are forced to make several assumptions.

We follow Alm et al. (2023) by creating different classifications of race. The most restrictive
classification, and the one used in the results reported here because it is the most straightforward,

is where partners report one race and it is the same race for both (either Black or white); we call

 We rely on the Stata code generously provided by James Ziliak to estimate individual and family tax liabilities using
CPS data, published on the NBER TAXSIM’s website. We are also grateful to Daniel Feenberg of the NBER for his
help with the TAXSIM calculations.

10 Our analysis relies on averaged estimated EITC benefits, and these may not be equal to averaged realized EITC
benefits. Jones and Ziliak (2022) find that discrepencies between estimated benefits using CPS data and estimated
benefits using administrative data occur for several reasons, especially the presenece both of non-filers for those who
are eligible and of errors in the amount of EITC benefits awarded.
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this the Strict Definition of race. We check the robustness of the results using a Loose Definition.
In this classification, a couple is categorized as Black: if both partners self-identify as Black; if at
least “75 percent of the couple” chooses to self-identify as Black (e.g., one spouse self-identifies
as Black and one spouse self-identifies as at least “50 percent Black”, meaning that the spouse
identifies two races, one of which is Black); if each partner self-identifies as mixed race with at
least “50 percent Black™; or if one partner chooses to self-identify as Black and one chooses to
self-identify as a different race. The Loose Definition of white couples is slightly narrower, where
a couple is classified in this group if at least 75 percent of the couple self-identifies as white,
following the same criteria above.!! For brevity, we only report the results for the Strict Definition
of race because the overall results under the other classification yield the same conclusions; see
Appendix A for more details on these racial classifications.?

Determining the allocation of dependents when the couple is assumed to be cohabiting, instead
of married, must be done with care. Indeed, as noted by Michelmore and Pilkauskas (2022),
children in lower-income families are more likely to reside in complex family living situations,
which also introduces complexity in tax filing. We address these issues in several ways.

In households with only one earner, we assume that an individual files as head of household if
the individual claims eligible dependents but is single otherwise. We also assume that both
individuals in couples without any eligible dependents file as single individuals. The allocation of
children is more complicated. Children can be split between the two parents; they can instead be
claimed entirely by one of the two partners, typically the mother. Even so, since the simulated
divorce is merely hypothetical and for tax purposes only, we allocate dependents to a partner by

assuming that couples minimize their total tax liabilities.!* Consequently, when children belong to

' Since couples in which “50 percent of the couple” is Black are classified as Black in the Loose Definition, couples
that are “50 percent” white, following the selection criteria, cannot also be classified as white.

12 In Appendix A we present the racial distribution of the sample under the different criteria. Alm et al. (2023) also
use a definition intermediate between the Strict and Loose definitions, in which the Black classifications requires that
the Black couple needs to be at least “75 percent” Black. In our sample, there are so few couples that meet the “75
percent criteria” that such a definition is nearly identical to the “100 percent” definition (e.g., both Black). As such,
we disregard this definition. Results for the EITC marriage penalty/bonus estimates under different criteria to
determine a couple’s race are not reported, but all results are available upon request.

13 A slightly different alternative is to allocate children in order to maximize the couple’s combined EITC. While these
two approaches are somewhat similar, other child tax credits and other deductions could potentially affect the total tax
liabilities. As such, we choose to allocate them to the parent in a way that minimizes the total income tax paid, typically
to the parent with the higher individual earnings. Alm and Leguizamén (2015) note that allocating children to the
mother tends to decrease the magnitude of average marriage penalty/bonus generated by the overall income tax
liabilities, which is consistent with Alm and Whittington (1996) and Eissa and Hoynes (2000). However, Alm and
Leguizamén (2015) also suggest that the case for allocating children exclusively to the mother in case of divorce has
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both partners, they are allocated to the higher-earning partner. Any child who belongs to only one
partner is allocated to the biological parent regardless of earnings. Although there are relatively
few cases in which we need to make this distinction, this procedure not only helps us get a more
realistic estimate but also helps us ameliorate concerns about potential differences between Black
and white couples along this dimension. We include children as dependents if they are 19 or
younger and those 24 or younger if they are in college full-time. We also categorize adult children
as dependents if they receive disability benefits.'*

Although the number is relatively small in our sample, there are some multigenerational
households. In some cases, we observe households with multiple subfamilies, and in other cases
we observe children living either with their grandparents or with a single parent in the
grandparents’ house. Again, these cases are a small part of the sample. However, because there is
some possibility that there are differences across races along these dimensions, we carefully
identify all these scenarios to ensure that we use the appropriate family units. For instance, when
there are multiple families, we separate all of them and assume that each files their taxes separately,
despite living in the same household. Identifying these subfamilies is relatively straightforward
because the CPS assigns each person in the household a number. In doing so, the CPS also provides
the parents’ person numbers within the household, as well as the person number for spouses. Using
this information, we are able to identify independent subfamilies. If children live at their married
grandparents’ home with their corresponding adult single parent, we keep the grandparents but
drop the others because such a subfamily does not constitute a married couple. In the very few
instances in which the single parent is a minor, we assume that the married grandparents claim
him/her as a dependent, along with the grandchild. Lastly, if children live with their married
grandparents and the biological parent is not present in the household, we assign them as
dependents of the grandparents. Similar to Eissa and Hoynes (2000), Alm and Leguizamén (2015),
and Alm et al. (2014, 2023), we assume that there are no labor supply responses to couples being

married or unmarried.

become a weaker one in recent years, as more children appear to be allocated to fathers. Furthemore, the purpose of
analyzing the marriage penalty/bonus in the literature has been to quantify the cost of marriage, rather than to quantify
the benefits of divorce. As such, it is customary to assume that couples would file separately only to minimize tax
liabilities, implying specific assumptions about deductions.

14 The EITC age limit for dependent children does not apply if an adult child is permanently and totally disabled. We
are only able to observe whether an individual self-reported receiving disability payments.
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4. Results
4.1. Racial Differences in the EITC Marriage Penalty/Bonus

In Figure 1 we depict the averaged EITC by filing status and race. When unmarried and
hypothetically cohabiting, couples receive a larger credit than if married for all periods in our
sample, confirming that the EITC tends to create a marriage penalty and that it can be an important
factor in the individual income tax marriage penalty/bonus among low-to-middle-income

households.
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FIGURE 1. ESTIMATED MARRIAGE PENALTIES/BONUS IN THE EITC BENEFITS BY RACE

Notes: For the calculations, we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For each
couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to a hypothetical scenario
in which the couple cohabitates and each spouse files a separate tax return. Because information in the CPS relates to the previous year’s earnings,
we use 1991 to 2018 as the filing tax years. In panel (a), the estimates represent the EITC benefits averaged across racial groups in each scenario,
where “unmarried” refers to the couple’s total benefit when each partner files separately (e.g. as head of household or single). In panel (b), a negative
value suggests that the combined EITC when filing separately is greater than the EITC received if filing jointly (an EITC marriage penalty), and a
positive value suggests the opposite (an EITC marriage bonus). Couples with a penalty or bonus that is less than or equal to $10 are given a value
of zero and assumed to face marriage neutrality with respect to the ETIC benefits. In panel (c), the solid line is estimated by subtracting the averaged
EITC penalty/bonus for white couples from the averaged ETIC penalty/bonus for Black couples (black line — gray line in panel (b)), while the
dotted lines are the 90 percent confidence intervals. A negative value would suggest that, when averaged across all families in the sample, Black
couples are estimated to experience either a higher EITC marriage penalty or a lower EITC marriage bonus relative to white couples. The estimates
are all expressed in 2020 dollars, using the Bureau of Labor Statistics Consumer Price Index, and represent averages across groups. Source: Authors’
calculations.

Much of the racial difference in the EITC marriage penalty/bonus comes from differences in
the total credit amount that could be received if filing separately as cohabiting households. Under
their current marital status (i.e. married), Black and white households in our sample of EITC-
eligible households receive on average a similar level of the EITC. Importantly, however, Black
households receive a larger credit than white households when assumed to be cohabiting, creating
a larger averaged EITC marriage penalty for Black households. Later, we examine the
characteristics of the sample along with changes in the law to explore the possible explanations
for the racial differences in the estimated averaged EITC when assumed to be cohabiting.

We quantify the magnitude of the averaged EITC marriage penalty/bonus for each group, and
we provide these averages in Figure 1, panel (b). Since the EITC is a credit, the sign of the averaged
EITC marriage penalty/bonus takes the opposite interpretation than when we consider the averaged
marriage penalty/bonus of the total individual income tax liability. A negative value implies that

this couple would receive less EITC if married than unmarried (e.g., an EITC marriage penalty),
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while a positive value implies this couple would receive more EITC if married (an EITC marriage
bonus).

Table 1 provides the exact numerical estimates of the averaged EITC marriage penalty/bonus
for Black and white households, conditional on receiving a penalty or a bonus. At the beginning
of our sample, 65 percent of eligible Black households experienced an EITC marriage penalty
versus only 60 percent of white households. Among households with an estimated penalty in 1991,
Black households faced an averaged $888 penalty while white households experienced an
averaged penalty of $779. The percentage of eligible households experiencing an estimated penalty
rose until the 2001 reform, then steadily decreased. For our last sample tax year (2018), 52 percent
of Black households and 55 percent of white households experienced a penalty. Although the racial
differences in the percent of households experiencing an estimated penalty were small or non-
existent for much of the years in our sample, Black households experienced much higher
conditional averaged penalties (approximately 22% higher in the last sampled year). The
conditional averaged bonus received by eligible households yields a fluctuating racial difference,
with Black households experiencing a higher averaged EITC bonus than white households in some
years and a lower averaged EITC bonus in other years (approximately 20% lower in the last
sampled year).

The proportion of households who experience a bonus has increased significantly over time
while households experiencing neither a penalty nor bonus have declined from approximately 30
percent of EITC-eligible households to approximately 9 percent. This trend may help explain
previous findings that EITC expansions are associated with higher marriage rates on net (Bastian,
2017), even while some couples experience a disincentive to marry.

Panel (c) of Figure 1 illustrates the differences between the averaged EITC marriage
penalty/bonus across races. Although Figure 3 shows only the 90 percent confidence intervals, the
differences are also statistically significant at the 5 percent level for most periods. This suggests
that qualifying Black households incur a larger marriage penalty on average from the EITC. The
fact that the EITC increases the averaged marriage penalty experienced by lower-and-middle-
income households, in particular by Black households, may offset other efforts to encourage

marriage among lower-income individuals.
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TABLE 1. AVERAGED EITC MARRIAGE PENALTY/BONUS BY RACE

Penalty Bonus Neutral
Black Households ‘White Households Black Households ‘White Households .
Black White
Year Percent  Average ($) Percent  Average ($) Percent  Average ($) Percent  Average ($) H hold: H hold:
1991 65.1% -888 60.3% =779 7.5% 735 6.8% 673 27.4% 32.9%
1992 64.5% -1,006 59.1% -889 8.3% 566 8.2% 741 27.3% 32.7%
1993 61.3% -1,057 58.9% 917 8.8% 586 7.8% 776 29.9% 33.3%
1994 72.8% -1,117 72.5% -801 6.3% 1,217 4.3% 842 20.9% 23.2%
1995 72.4% -1,254 73.1% -887 5.6% 1,097 3.7% 1,244 22.1% 23.2%
1996 71.9% -1,374 72.5% -991 16.5% 330 14.7% 260 11.7% 12.8%
1997 72.7% -1,301 73.7% -1,004 4.0% 1,112 3.2% 1,251 23.3% 23.2%
1998 68.9% -1,453 68.6% -1,028 17.8% 361 16.4% 300 13.3% 15.0%
1999 70.0% -1,311 71.8% -1,036 13.4% 449 12.5% 367 16.6% 15.6%
2000 74.2% -1,315 72.1% -1,003 3.9% 1,330 3.3% 1,356 21.9% 24.7%
2001 70.1% -1,235 71.4% -998 3.9% 1,328 2.9% 1,234 26.1% 25.7%
2002 66.2% -1,290 65.0% -1,011 26.9% 437 25.0% 401 6.9% 9.9%
2003 69.1% -1,397 64.3% -1,007 23.0% 360 26.9% 407 7.9% 8.8%
2004 65.0% -1,335 63.5% 974 27.2% 413 26.4% 324 7.8% 10.2%
2005 60.3% -1,149 62.7% -982 28.9% 445 27.7% 518 10.8% 9.5%
2006 63.0% -1,181 64.3% -967 28.9% 709 27.2% 487 8.1% 8.5%
2007 63.5% -1,261 64.2% -961 27.6% 480 26.7% 477 8.9% 9.1%
2008 62.6% -1,020 62.6% -903 27.4% 682 28.1% 621 10.0% 9.2%
2009 59.7% -1,157 58.0% -928 31.7% 876 32.0% 848 8.6% 10.0%
2010 56.2% -1,229 56.2% -910 34.1% 821 33.4% 856 9.8% 10.4%
2011 55.4% -1,027 56.1% -861 32.5% 812 33.8% 835 12.0% 10.1%
2012 54.7% -1,057 54.6% -908 33.6% 766 34.7% 817 11.7% 10.7%
2013 55.7% -1,088 55.1% -924 33.3% 874 34.9% 847 11.1% 10.0%
2014 55.8% -987 54.1% -890 32.6% 804 35.3% 843 11.6% 10.6%
2015 56.1% -1,201 53.9% -988 33.6% 795 36.2% 866 10.4% 9.9%
2016 58.4% -1,238 53.6% -969 32.0% 860 37.0% 824 9.6% 9.4%
2017 49.8% -1,215 52.3% -962 35.5% 807 36.8% 830 14.7% 10.9%
2018 51.9% -1,170 54.8% -953 37.4% 679 37.6% 833 10.8% 7.6%

Notes: For the calculations we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For each
couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to a hypothetical scenario
in which the couple cohabitates and each spouse files a separate tax return. Because information in the CPS relates to the previous year’s earnings,
we use 1991 to 2018 as the filing tax years. The estimates are all expressed in 2020 dollars, using the Bureau of Labor Statistics Consumer Price
Index, and represent averages across groups. A negative value suggests that the combined EITC when filing separately is greater than the EITC
received if filing jointly (an EITC marriage penalty), and a positive value suggests the opposite (an EITC marriage bonus). Couples with a penalty
or bonus that is less than or equal to $10 are given a value of zero and assumed to face marriage neutrality with respect to the EITC benefits. Source:
Authors’ calculations.

Given that the EITC is race-blind, the main reasons for finding a racial difference are systematic
differences in labor/earnings and family composition of Black and white households along with
the ways that these differences interact with changes in the EITC structure. More specifically, a
differential in the observed penalty/bonus may be caused by differences in the number of
qualifying dependents, the presence of a one-earner household, and the within-couple earning

ratios. Racial differences along these characteristics drive our observed differential. Indeed, our

estimates there suggest that this observed racial differential, similar to the estimated differential
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for the overall individual income tax, is mainly driven by differences in the within-couple earnings
division.'?

However, the EITC marriage penalty/bonus is commingled in complicated ways with the overall
individual income tax marriage penalty/bonus, and it is essential to disentangle these interactions;
that is, the extent to which estimated racial differentials generated by the E/TC contribute to the
racial differentials generated by the overall individual income tax has important policy
implications. If the marriage penalty/bonus from the EITC alone is the primary driver of the
estimated marriage penalty/bonus for low-and-moderate-income families in the overall individual
income tax, then any policy reform that targets individual income tax racial inequities among low-
income families must consider the structure of the EITC and its interactions with the individual

income tax. We discuss these issues next by separating the overall individual income tax marriage

penalty/bonus from the EITC marriage penalty/bonus.

4.2. The EITC Contribution to the Marriage Penalty/Bonus in the Federal Individual Income Tax
Using a similar procedure, we estimate the marriage penalty/bonus in the overall federal
individual income tax for EITC-eligible couples with and without the EITC, separated by race. In
Figure 2, we observe a consistent pattern: the overall income tax marriage penalty/bonus appears
to be greater for Black households than for white households. However, when we extract the EITC
component from the overall income tax marriage penalty/bonus in Figure 2, panel (b), the
magnitudes decrease, and the difference between Black and white households also diminishes.
Note that, since these estimates come from estimates of the overall individual income tax liabilities
rather than simply the EITC amounts, a positive value indicates an implied averaged individual
income tax marriage penalty (i.e. tax liabilities are lower when filing jointly).
Further, even though the estimated averaged individual income tax marriage penalties remain
statistically different between Black and white EITC-eligible households for most of the 1990s
and the first part of the 2000s, the magnitudes of these racial differences are much smaller when

we remove the EITC from the overall income tax calculations. Moreover, extracting the EITC

15 As mentioned, the tax code is race-blind, so we are not trying to determine any type of direct discrimination in the
tax system, even if discrimination in the labor market can create differences that would be reflected in the marriage
penalty/bonus. Consequently using the data to create and to analyze Black households that look exactly like white
households along those dimensions would yield no racial differences in the EITC marriage penalty/bonus. Our aim
here is to highlight that differences in the labor market outcomes, accompanied by differences in family structure,
can create racial differences in a progressive system in which the family is the unit of taxation.
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component makes some of the statistical differences observed after 2007 so small that they become

statistically indistinguishable from zero.
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FIGURE 2. BLACK-WHITE HOUSEHOLD DIFFERENCE IN AVERAGED INDIVIDUAL INCOME TAX MARRIAGE PENALTY FOR EITC-ELIGIBLE
HOUSEHOLDS

Notes: For the calculations, we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For each
couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to a hypothetical scenario
in which the couple cohabitates and each spouse files a separate tax return. Because information in the CPS relates to the previous year’s earnings,
we use 1991 to 2018 as the filing tax years. The solid line is estimated by subtracting the averaged individual income tax penalty/bonus for white
couples from the averaged individual income tax penalty/bonus for Black couples (black line — gray line in Figure 5), while the dotted lines are the
90 percent confidence intervals. The estimates are all expressed in 2020 dollars, using the Bureau of Labor Statistics Consumer Price Index, and
represent averages across groups. A negative value would suggest that, when averaged across all families in the sample, Black couples are estimated
to experience either a lower individual income tax marriage penalty or a higher individual income tax marriage bonus, relative to white couples.
Source: Authors’ calculations.

These estimations suggest that the EITC, and the marriage penalties it creates, increases the
prevalence of an estimated individual income tax marriage penalty for lower-income families in
the federal individual income tax code while also exacerbating the racial differences in the

marriage penalty/bonus prevalent in the federal individual income tax by disproportionately
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increasing the averaged marriage penalty for Black households. Although policymakers have not
undertaken reform of the EITC with a goal of reducing the racial differences in the estimated EITC
marriage penalty/bonus, efforts have been made to reduce the EITC marriage penalty for all
families.

All of these figures suggest that previous changes to the structure of the EITC have clearly
affected racial differences. While the existence of systematic racial disparities in the EITC
marriage penalty/bonus at any point in time are solely explained by differences in households’
conditions, including a couple's earnings, the distribution of those earnings across spouses, and the
number of dependents, the changes over time can be attributed both to changes in households’
conditions and to changes in the EITC structure. Although any changes to the EITC structure are
applied uniformly to all households regardless of race, the changes could affect Black households
differently than white households, even if there were no changes to the households’ conditions
over time. In the next sections we examine the effects of structural changes in the EITC on the

EITC marriage penalty/bonus.

4.3. Inclusion of Cohabitating Couples

Our analysis relies on data from married couples only, raising a potential concern about the
effect of excluding single individuals from consideration. Only 40 percent of EITC-eligible
households are married and it is possible that the decision to marry or not may be influenced by
the presence of a marriage penalty. To consider whether racial differences in the hypothetical
estimated EITC marriage penalty/bonus of single individuals exist, we “marry” cohabitating
couples in our sample. Marrying all single individuals would require assignment of hypothetical
spouses, so we limit inclusion of single individuals to those who are currently cohabiting but are
not legally married.'® The number of cohabitating couples in the sample is significantly smaller
than the number of married couples (33,512 couples relative to 220,495 married couples).

When filing as single, children are allocated to the biological parent if only one of the partners
is the biological parent. If both of the cohabitating partners are the biological parent, we allocate

the dependents to the highest earner, similar as the treatment of married couples when filing single.

16 Note that we can only observe cohabiting couples in the CPS starting in 1995. From 1996-2006, “unmarried
partner” was an answer category to the question of relationship to head of household, which likely undercounted the
number of cohabitating couples. In 2007, this was changed so that there is a direct question of whether there are
unmarried partners in the household.
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Unlike married couples whom we need to “separate” for tax purposes, “marrying” cohabitating
couples is more straightforward. All deductions claimed individually are now claimed together,
and all dependents are claimed by the couple jointly. The estimated EITC marriage penalty is
computed the same way as for married couples, with a negative value implying this household
would experience a lower credit if married (an EITC marriage penalty, or a cohabiting bonus in

this case) and a positive value implying an EITC marriage bonus.
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FIGURE 3. AVERAGED EITC MARRIAGE PENALTY/BONUS BY MARITAL STATUS AND RACE

Notes: For the calculations, we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For each
couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where for married (cohabiting) people, unmarried
(married) refers to a hypothetical scenario in which the couple cohabitates (marries) and they adjust filing status accordingly. Because information
in the CPS relates to the previous year’s earnings, we use 1991 to 2018 as the filing tax years. The estimates are all expressed in 2020 dollars, using
the Bureau of Labor Statistics Consumer Price Index, and represent averages across groups. A negative value suggests that the combined EITC
when filing separately is greater than the EITC received if filing jointly (an EITC marriage penalty), and a positive value suggests the opposite (an
EITC marriage bonus). Couples with a penalty or bonus that is less than or equal to $10 are given a value of zero and assumed to face marriage
neutrality with respect to the ETIC benefits. Source: Authors’ calculations.

Figure 3 illustrates that the averaged estimated EITC marriage penalty for white married
couples is slightly higher than that of their cohabiting counterarts (a higher negative value),
especially in the second half of the sample period. This also seems to be the case for Black couples,
although the differences appear smaller and more variable across time. This implies that if
cohabiting couples were to marry, their averaged penalty would be lower than the averaged penalty
of married couples, partially alleviating some of the concerns that cohabiting couples may be
cohabiting due to significantly higher potential EITC marriage penalties. As with our other
calculations, this assumes that there is no labor market behavioral response to marriage for these

couples.

18



When we consider the subsample of cohabitating couples only, Figure 4, we observe an
averaged EITC marriage penalty for white and Black households. Although the differences are
neither statistically nor economically significant, panel (b) in Figure 4 demonstrates that Black
cohabitating households also tend to experience a larger averaged EITC marriage penalty than
white households, albeit smaller than that of their married counterparts.

Overalll, the inclusion of cohabitating couples into the whole sample results in estimated racial
differences in averaged penalties that are virtually unchanged from our estimations with married
couples only (Figure 5).!” While this result still does not capture the experience of all EITC
recipients, it provides further evidence that, at least among those who are married or in a committed
cohabiting relationship, we find on average racial disparities in the EITC treatment of marriage.

The reminder of our analysis restricts the sample to married couples only.
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FIGURE 4. BLACK-WHITE HOUSEHOLD DIFFERENCE IN AVERAGED EITC PENALTY/BONUS AMONG COHABITING COUPLES

Notes: For the calculations, we use a sample of EITC-eligible cohabiting couples from the Current Population Survey from 1995 to 2019. Prior to
1995, we could not identify cohabiting couples in the CPS sample. For each couple, we use the NBER TAXSIM simulator to estimate the EITC
benefits under each scenario, where unmarried refers to their current cohabiting scenario in which the couple files a separate tax return, and married
assumes they are filing jointly. Because information in the CPS relates to the previous year’s earnings, we use 1994 to 2018 as the filing tax years.
In panel (b), the solid line is estimated by subtracting the averaged EITC penalty/bonus for white couples from the averaged penalty/bonus for
black couples (black line — gray panel (a)), while the dotted lines are the 90 percent confidence intervals. The estimates are all expressed in 2020
dollars, using the Bureau of Labor Statistics Consumer Price Index, and represent averages across groups. A negative value would suggest that,
when averaged across all families in the sample, Black couples are estimated to experience either a higher marriage penalty or a lower bonus,
relative to white couples. Source: Authors’ calculations.

17 The confidence intervals become slightly wider, but the differences remain statistically significant through the
majority of the period.
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FIGURE 5. DIFFERENCE BETWEEN BLACK AND WHITE COUPLES’ AVERAGED EITC PENALTY/BONUS: MARRIED AND COHABITING COUPLES

Notes: For the calculations, we use a sample of EITC-eligible married and cohabiting couples from the Current Population Survey from 1992 to
2019. For each couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to filing
separately, while married refers to filing jointly. Because information in the CPS relates to the previous year’s earnings, we use 1991 to 2018 as the
filing tax years. The solid line is estimated by subtracting the average estimated penalty/bonus for white couples from the average estimated
penalty/bonus for black couples while the dotted lines are the 90 percent confidence intervals. The estimates are all expressed in 2020 dollars, using
the Bureau of Labor Statistics Consumer Price Index, and represent averages across groups. A negative value suggests that, when averaged across
all families in the sample, Black couples are estimated to experience either a higher averaged EITC marriage penalty or a lower averaged EITC
marriage bonus, relative to white couples. Source: Authors’ calculations.

4.4. Impact of Changes to the EITC Structure and Family Characteristics on the EITC Marriage
Penalty/Bonus

As previously mentioned, there were two important changes to the EITC at the beginning of the
1990s. The Omnibus Budget Reconciliation Act of 1990 (OBRA90) adjusted the EITC formula
for family size. Before 1990, benefits/credits would not increase if families had more than one
qualifying child; after 1990, benefits increased with family size. Further, in the 1993 OBRA93,
Congress not only increased the maximum credits, but it also allowed childless households to
qualify for credits. The increase in maximum credits was phased in, thus slowly changing benefits
over time. Because there are racial differences in the number of dependents among EITC-eligible
couples, these reforms likely had differential impacts across races, even if the relative number of
children between white and Black households remained the same over time.

To isolate the impact of policy changes, we estimate the EITC benefits for each year but using
the sample of couples from our first CPS year (1992) only. This allows us to see what would have
been the evolution of the EITC marriage penalty/bonus across time if the differences in household

composition between the two groups were constant at the 1992 levels, while at the same time
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minimizing any concerns that households may be simultaneously responding to changes in the

EITC structure by changing their family decisions. These results are shown in Figure 6.'®
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FIGURE 6. AVERAGED EITC MARRIAGE PENALTY/BONUS BY RACE HOLDING HOUSEHOLD COMPOSITION CONSTANT (1992 CPS)

18 We have also done a similar exercise using the 2019 composition as the base year. Results are qualitatively similar.
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Notes: For the calculations, we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For
each couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to a hypothetical
scenario in which the couple cohabitates and each spouse files a separate tax return. Because information in the CPS relates to the previous
year’s earnings, we use 1991 to 2018 as the filing tax years. In panel (a), the estimates represent the EITC benefits averaged across racial
groups in each scenario, where “unmarried” refers to the couple’s total benefit when each partner files separately (e.g. as head of household
or single). In panel (b), a negative value suggests that the combined EITC when filing separately is greater than the EITC received if filing
jointly (an EITC marriage penalty), and a positive value suggests the opposite (an EITC marriage bonus). Couples with a penalty or bonus
that is less than or equal to $10 are given a value of zero and assumed to face marriage neutrality with respect to the ETIC benefits. In panel
(c), the solid line is estimated by subtracting the averaged EITC penalty/bonus for white couples from the averaged ETIC penalty/bonus for
Black couples (black line — gray line in panel (b)), while the dotted lines are the 90 percent confidence intervals. A negative value would
suggest that, when averaged across all families in the sample, Black couples are estimated to experience either a higher EITC marriage penalty
or a lower EITC marriage bonus relative to white couples. The estimates are all expressed in 2020 dollars, using the Bureau of Labor Statistics
Consumer Price Index, and represent averages across groups. Source: Authors’ calculations.

As Figure 6 shows, there still exists a statistical difference between the averaged EITC marriage
penalty/bonus experienced by both groups throughout the sample period. If the labor and family
conditions of Black and white low-and-middle-income households in 1992 had prevailed through
2019, Black households would still have experienced a larger EITC marriage penalty than white
households. This suggests that the Black households’ labor conditions and their number of
dependents in 1992 constitute a family structure that yields a higher EITC marriage penalty both
in 1992 and throughout time.

However, Figure 6 also shows that the two reforms of the 1990s have had significant effects on
the size of the racial gap. After the mid-1990s, even though some other changes to the EITC
structure occurred, those changes had little impact on the racial gap, with the magnitude of the
racial difference becoming fairly stable between $200 and $250, in 2020 dollars. This is not to say
that the reforms in the 2000s did not affect the averaged EITC marriage penalty/bonus, as shown
in panel (b) of Figure 6. Indeed, since the late 1990s, the size of the EITC marriage penalty has
decreased proportionately for both groups. Interestingly, while the expansion of the maximum
credit to families with 2 or more dependents in the early 1990s was intended to decrease the EITC
marriage penalty, our calculations suggest that it may have had the opposite effect. Moreover, this
effect may have affected Black couples more than white ones, as evidenced by the faster increases
in the total family credits if the couple had not married.

Many of the changes passed in the various tax reforms over time were aimed at addressing the
issues that arise from counting families of different sizes as equals. Two families that earn the same
income but have a different number of dependents may not have the same purchasing power, and
thus they may have different abilities to pay taxes. Consequently, depending on households’
characteristics, any changes to the law can have disparate impacts on different households. Some

of the determinants of the EITC marriage penalty/bonus have varied over time for both groups. In
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some cases, either there are no average differences between Black and white households or these
differences have diminished over time. In other cases, those differences have increased, and, in
some cases, they have remained constant. A discussion of the differences in these factors through
time can be found in Appendix B.

A pooled simple linear regression across all years of data formalizes how these many different
factors correlate with the EITC marriage penalty/bonus, controlling for the other determinants.
These regression results are presented in Table 2. Black couples are more likely to face an EITC
marriage penalty (column 1). However, when we control for the number of dependents, the income
ratio, and the presence of only one earner in the couple, we observe that being a Black household
is no longer correlated with the probability of facing an EITC marriage penalty (column 2).!° The
higher the number of dependents, the less likely it is that a couple will receive a penalty. One-
earner couples are also significantly less likely to face a penalty, while couples in which the relative

earnings of both spouses are close are significantly more likely to face a penalty.

TABLE 2. DETERMINANTS OF EITC MARRIAGE PENALTY/BONUS

Receiving a Penalty Amount of Penalty/Bonus
Black Couple 0.0082825 * -0.009011 ** -164.7274 *** -45.505  F**
(0.0047) (0.0031) (12.2860) (8.8062)
Number of Kids -0.0754521 *** -60.56553 ***
(0.0007) (1.9023)
Spouses' Income Ratio 0.6038469 *** -2186.57  ***
(0.0028) (10.3811)
Couple's Earnings 0.0000105 *** -0.00332  ***
(0.0023) (0.00012)
Year Dummies Yes Yes Yes Yes

Notes: The results are estimated using linear regressions with CPS household weights and robust standard errors in parenthesis. The "Amount of
Penalty/Bonus" for the EITC is negative if the couple would receive a marriage penalty, and positive if it would receive a marriage bonus. * p<0.1,
** p<0.05, *** p<0.01. Source: Authors’ calculations.

As for the magnitude of the EITC marriage penalty/bonus (columns 3 and 4), Black couples

face a statistically significantly higher penalty. Even so, when we control for the other factors

(column 4), the size of the effect is significantly reduced.?’ Having more dependents and a more

19 Although there is some degree of collinearity between the income ratio and the one-earner dummy, we include the
one-earner variable to minimize concerns that the correlation between income ratios and the outcome variables is
affected by the high number of couples with income ratios equal to zero (i.e. one-earner couples).

20 A chi-square test for the difference of coefficients confirms that they are statistically different.
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similar income ratio is associated with a higher penalty, while having a single earner is associated
with a higher bonus. Note also that the opposing results obtained for the impact of the number of
dependents on the probability of a penalty versus the size of the penalty/bonus may be because the
EITC does not increase the maximum credit once a couple has more than three children.

Accordingly, we now explore the changes to the laws within the context of family size, one of
the determinants of the racial differences that we have documented.

There were four changes to the structure of the EITC that have affected the EITC marriage
penalty/bonus. Three of them (OBRA90, OBRA93, EGTRRA) relate to changes to the number of
dependents, and one (ARRA) relates to changes in the total income eligibility threshold for married
couples. Since there are racial differences between Black and white households along these two
dimensions (e.g., dependents, income), we examine here the differential impact of those changes
on the EITC marriage penalty/bonus by, again, holding the sample constant at its 2019 composition
while allowing the tax code to vary.

Figure 7 shows that these tax code changes had important overall impacts on both Black and
white households, even while maintaining racial differences. As expected, the changes in OBRA90
(when the law started differentiating between couples with one child versus couples with two or
more children) created a smaller penalty for those with more than one dependent. Shortly after, in
1993 Congress allowed childless individuals and couples to qualify for the EITC via OBRA93.?!
One of the biggest impacts of this change was the increase in the potential EITC benefits if couples
decided to cohabitate. Since we assume that in most cases, if cohabiting, one of the spouses claims
all dependents, the 1993 change allowed the other spouse to also receive an EITC credit, even
though that person did not claim any dependents. This increased the total combined EITC credits

for unmarried couples with children, making it costlier to marry and file jointly.

2l Following this change, those couples without children entered our calculations in 1994, with a small marriage
penalty.
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FIGURE 7. AVERAGED EITC MARRIAGE PENALTY/BONUS BY DEPENDENT CATEGORY HOLDING HOUSEHOLD COMPOSITION CONSTANT
(1992 CPS)

Notes: For the calculations we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For each
couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to a hypothetical scenario
in which the couple cohabitates and each spouse files a separate tax return. Because information in the CPS relates to the previous year’s earnings,
we use 1991 to 2018 as the filing tax years. The estimates are all expressed in 2020 dollars, using the Bureau of Labor Statistics Consumer Price
Index, and represent averages across groups. A negative value suggests that the combined EITC when filing separately is greater than the EITC
received if filing jointly (an EITC marriage penalty), and a positive value suggests the opposite (an EITC marriage bonus). Couples with a penalty
or bonus that is less than or equal to $10 are given a value of zero and assumed to face marriage neutrality with respect to the ETIC benefits. Source:
Authors’ calculations.

However, the changes had a bigger impact on the averaged EITC marriage penalty for Black
couples. By 1998, the estimated EITC marriage penalty for Black households with one child was
$210 more than the estimate for 1993, while white households with one child saw a smaller
increase of $170 during the same time. Among households with two children, the increase for
Black households was $629 while the increase for white households was $508. The largest
disparate impact was observed for households with three or more children, with Black households
experiencing an increase of $689, and white households experiencing an increase of $375.
Consequently, the racial gap increased by $40, $120, and $314 between households with one, two,
and three or more children, respectively.

In EGTRRA of 2001, Congress attempted to reduce the EITC marriage penalty by increasing
the maximum qualifying income levels for married couples, phasing in this change over several
years. Figure 7 indicates that this change largely worked. The EITC marriage penalty decreased
further when in 2009 Congress increased the maximum income for which married couples became
ineligible to receive the credit. In addition, ARRA (2009) differentiated between couples with two
children only and those with three or more children. The EITC marriage penalties for couples with
two versus couples with three or more children were very similar up until that point, especially for

Black households, although there was a slight difference among white couples, which may be
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explained by differences in income levels and income ratios. As Figure 6 suggested, although these
two reforms affected the overall size of the EITC marriage penalty/bonus, their effects on the
difference between Black and white households were minimal compared to the impact of the two
reforms in the 1990s.

Interestingly, although the differentiation between families with two children and families with
three or more children in ARRA of 2009 should have decreased the EITC marriage penalty for
bigger families, it only did so for white couples. In fact, the change in the law actually increased
the EITC marriage penalty slightly for Black households with more children, due to differences in
income and income ratios by race. When comparing Black and white households, the size of the
EITC marriage penalty is always higher for Black households, except for couples without children.
This means that, using the racial differences in household characteristics in 2019, the only group
for which the EITC marriage penalty would have been consistently lower for Black households
over time is the childless group. All other groups would still face on average a larger EITC
marriage penalty than the EITC marriage penalty for white households.

Evidently, changes to the law regarding family size had important impacts that tended to further
disfavor Black households. However, as we have emphasized, differences in income ratios are a
key determinant in the racial differences observed. Income ratios can also vary by income level.
Note that Alm et al. (2023) did not find any racial differences in the individual income tax marriage
penalty/bonus among lowest-income couples. Since the EITC is the main source of the individual
income tax marriage penalties for lower income households, we explore in the next section whether
racial differences in the EITC marriage penalty are also less evident among the lowest-income

couples.

4.5. Differences in the EITC Marriage Penalty/Bonus Across Income Levels

A couple’s total income is a major determinant of whether households fall in the phase-in, flat,
or phase-out parts of the EITC schedules, both when unmarried and when married. To gain an
understanding of where along the income distribution the averaged EITC marriage penalty
differential is more pronounced, we examine the heterogeneity in the results by splitting the sample
into households earning $0 - $40,000 and those earning $40,000 - $85,000 (Figure 8). The EITC
marriage penalties are much larger for those earning between $40,000 and $85,000 than for those

earning $0 - $40,000. In fact, among those in the lower income bracket, both Black and white
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households are estimated to experience an averaged EITC marriage penalty until the mid-2000s,

which then flips to an averaged EITC marriage bonus.
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FIGURE 8. AVERAGED EITC MARRIAGE PENALTY/BONUS BY INCOME GROUP AND RACE

Notes: For the calculations, we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For
each couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to a hypothetical
scenario in which the couple cohabitates and each spouse files a separate tax return. Because information in the CPS relates to the previous
year’s earnings, we use 1991 to 2018 as the filing tax years. The estimates are all expressed in 2020 dollars, using the Bureau of Labor
Statistics Consumer Price Index, and represent averages across groups. A negative value suggests that the combined EITC when filing
separately is greater than the EITC received if filing jointly (an EITC marriage penalty), and a positive value suggests the opposite (an ETIC
marriage bonus). Couples with a penalty or bonus that is less than or equal to $10 are given a value of zero and assumed to face marriage
neutrality with respect to the ETIC benefits. Source: Authors’ calculations.

More importantly, however, Figure 8 showes that among households earning $0 - $40,000, there
was a slightly higher averaged EITC marriage penalty for Black households until the mid-2000s,
although any observed differential is statistically insignificant. The racial difference is more
pronounced and statistically significant among households earning $40,000 - $85,000, or those
households that are more likely to be in the phase-out portion of the EITC. Among these
households, Black households experience an averaged EITC marriage penalty higher than that for
white households for all periods in our sample.

When we keep the sample constant at its 1992 CPS composition to see the impact of changes
to the EITC structure by income (Figure 9), we now see racial differences among couples in the

low-income bracket.?> However, once again, we see much larger racial differences in the moderate-

22 In both cases, the differences are still statistically significant.
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income group, still driving the overall averages. For the lower-income group, the changes in 2001
and 2009 have overall converted the EITC marriage penalty into an EITC marriage bonus, for both
Black and white households. The 1990s changes, on the other hand, were more important for those
in the moderate-income group. Naturally, changes in the way the EITC accounts for the number
of dependents along with changes in the maximum income eligibility are both more likely to affect
the higher income group, and these changes have largely reduced the EITC marriage penalty but

without having much impact on racial disparities.?
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FIGURE 9. AVERAGED EITC MARRIAGE PENALTY/BONUS BY INCOME HOLDING HOUSEHOLD COMPOSITION CONSTANT (1992 CPS)

Notes: For the calculations, we use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. For each
couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to a hypothetical scenario
in which the couple cohabitates and each spouse files a separate tax return. Because information in the CPS relates to the previous year’s earnings,
we use 1991 to 2018 as the filing tax years. The estimates are all expressed in 2020 dollars, using the Bureau of Labor Statistics Consumer Price
Index, and represent averages across groups. A negative value suggests that the combined EITC when filing separately is greater than the EITC
received if filing jointly (an EITC marriage penalty), and a positive value suggests the opposite (an EITC marriage bonus). Couples with a penalty
or bonus that is less than or equal to $10 are given a value of zero and assumed to face marriage neutrality with respect to the ETIC benefits. Source:
Authors’ calculations.

6. Conclusions

The disparate treatment of individuals and families by race has finally emerged as a fundamental
tax policy issue. In this paper, we have found that Black households face larger marriage penalties
through the EITC than white households. A major reason for this disparate treatment by race is the

smaller spousal earnings differential among Black households relative to white households,

23 Another concern is that, even within the restricted sample of EITC-eligible households, the income of Black and
white households may be systematically different. We consider this, and a further disaggregation of the distribution
of income, in Appendix C.
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especially in the moderate-income bracket where couples are more likely to be subject to the phase-
out portion of the credit. Importantly, the racial differences in the marriage penalties in the EITC
alone are the primary source of the racial differences in the marriage penalties in the overall
individual income tax found by Alm et al. (2023) for moderate-income couples.

These findings have important implications. While the EITC helps millions of lower-income
families increase their annual earnings, encourages work, and helps working families overcome
poverty, our results suggest that the EITC also creates financial incentives to not marry (or even to
conceal marital status) and that such incentives are stronger for lower-income Black families.

What could be done to reduce these disparate treatments by race? Although there have been
policy reforms that have restructured the EITC to reduce the EITC marriage penalty, permitting
childless individuals to claim the EITC remains an important factor in the creation of such
penalties, especially for Black households. Even though the spousal earnings ratios of Black
households without children are lower than the ratios for white households without children, thus
creating a greater penalty for white couples in this group, this is not the case for families with two
or more dependents. Since the childless provision increases the overall credit for parents who could
file separately under “cohabitation,” and so increases the EITC marriage penalty, the marriage of
those with high income ratios and/or a high number of dependents is likely to be penalized, with
Black households more likely to be affected. Indeed, the biggest racial difference in spousal
earnings ratios i1s among couples with three or more children (0.300 for Black households and
0.216 for white households).

Amending the childless provision could help reduce the EITC marriage penalty and thus also
reduce the disparate racial differences that we document. However, this change could have other
welfare implications that can accentuate other racial disparities. Although outside the scope and
time period of this paper, there were temporary changes to the childless provision in 2021, in part
to help poor individuals during the COVID-19 pandemic, and these changes may have affected
both couples without children and also of course the EITC marriage penalties estimated here. Due
to the temporary nature of those changes and also to the fact that the pandemic may have altered
the relative economic conditions of Black and white households either temporarily or permanently,
we leave the examination of those changes to future research. Investigating the economic and
structural changes during the COVID-19 pandemic can shed some light on the impact of such

changes.
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However, the permanent eliminatinon of marriage penalties/bonuses and their impact across
races requires more fundamental changes to our tax system. As emphasized by Steuerle (2006),
the marriage penalty/bonus will exist throughout the tax/transfer system as long as tax/transfer
rates vary with income and taxes/transfers depend on joint household income. Changing the “unit
of taxation” in the individual income tax from the family to the individual would be the first step
to promoting marriage neutrality within the U.S. tax system. Spain took this step in the 1980s,
citing as the main motivation that taxing the family conflicts with constitutional individual rights
and discriminates against those who choose to marry.* Although it is important to address the far
larger presence of racial disparities throughout our society, the elimination of marriage penalties

and bonuses would be a useful first step toward this broader goal.
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Appendix A: Racial Classifications

APPENDIX TABLE Al. RACIAL COMPOSITION OF THE SAMPLE ACCORDING TO DIFFERENT RACE CLASSIFICATION STRATEGIES

Strict Definition Loose Definition
Year Percent Black Percent White Percent Black Percent White
1991 11.5% 84.8% 12.1% 81.2%
1992 11.5% 84.6% 11.9% 81.1%
1993 10.2% 85.0% 10.7% 80.3%
1994 9.4% 86.7% 10.0% 82.1%
1995 9.1% 87.3% 9.8% 83.0%
1996 9.9% 86.4% 10.7% 82.4%
1997 10.3% 85.8% 11.3% 81.5%
1998 10.4% 85.7% 11.0% 81.2%
1999 10.6% 85.1% 11.4% 81.1%
2000 10.8% 84.5% 11.7% 79.7%
2001 10.7% 84.1% 11.6% 79.1%
2002 10.6% 84.7% 11.7% 79.9%
2003 10.1% 84.7% 11.1% 79.8%
2004 10.0% 85.3% 11.1% 80.1%
2005 9.7% 85.2% 10.6% 80.6%
2006 10.1% 85.0% 11.2% 79.6%
2007 9.7% 84.9% 10.8% 79.1%
2008 9.9% 84.4% 11.1% 78.5%
2009 10.4% 83.8% 11.9% 78.0%
2010 9.6% 84.5% 11.1% 78.2%
2011 10.0% 83.2% 11.4% 76.8%
2012 10.7% 83.0% 12.2% 76.3%
2013 10.8% 82.7% 12.5% 75.2%
2014 10.2% 82.9% 11.6% 75.7%
2015 9.7% 83.1% 11.1% 76.0%
2016 10.2% 82.3% 11.8% 75.2%
2017 10.7% 81.6% 12.2% 74.6%
2018 10.8% 81.7% 12.6% 75.2%

Note: Percentages are calculated using CPS samples of EITC-eligible couples who are married. We follow Alm et al. (2023) in classifying the
race of the couple. When both spouses choose to self-identify as only one race, Black or white, we call this the Strict Definition of race. In the
Loose Definition, households are classified as a Black household when they choose to self-identify as at least 50 percent Black, either by both
spouses identifying Black as one of two races reported, or by one spouse self-identifying as Black and the other as white or other race. White
households are those that identify as at least 75 percent white, where one spouse identifies as white and the other one as half white. Source:
Authors’ calculations.
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Appendix B: Differences in Household Characteristics Influencing the Marriage
Penalty/Bonus in the EITC Over Time

Appendix Figure B.1 demonstrates that EITC-eligible Black and white households tend to have
similar rates of one-earner households during our sample period, even though there is some
variation over time. Surprisingly, despite the increase in dual-earner couples in the United States
over the last few decades, these proportions suggest a different trend for EITC-eligible married
couples. Throughout our sample period, only around 2 percent of households with a penalty are
one-earner couples, while between 82 percent to 90 percent of those without a penalty are one-
earner couples, re-affirming the result that very unequal earnings ratios are likely to produce an
EITC marriage bonus (just as with the overall individual income tax). When looking at Black and

white couples separately, these percentages are virtually the same.

Proportion

1990 2000 2010 2020
Year

White Couples Black Couples

APPENDIX FIGURE B.1. PROPORTION OF SINGLE-EARNER COUPLES IN THE SAMPLE

Notes: We use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. The calculations are based on
earnings only, not total income. Because information in the CPS relates to the previous year’s earnings, we use 1991 to 2018 as the filing tax/earnings
years. Source: Authors’ calculations. Source: Authors’ calculations.

Although there is no significant difference between Black and white couples in the percentage
of families with one earner, the within-couple income ratios exhibit a very different pattern. For
all households in our sample, there is a much higher within-household earnings ratio for
households experiencing an EITC marriage penalty than those experiencing a marriage bonus.
Appendix Figure B.2 highlights that Black households tend to have higher within-couple earnings
ratios, which typically create higher EITC marriage penalties. Note that couples with one earner

are classified as having an income ratio of zero, while couples for which both spouses earn the
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same income are classified as having an income ratio of one. For other couples, the earnings of the

higher earner are used as the denominator, regardless of gender or head of household classification.

35
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APPENDIX FIGURE B.2. SPOUSAL EARNINGS RATIO BY RACE

Notes: We use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. The calculations are based on
earnings only, not total income. The earnings ratios are constructed by using the highest earner in the denominator. Because information in the CPS
relates to the previous year’s earnings, we use 1991 to 2018 as the filing tax/earnings years. Source: Authors’ calculations.

In Appendix Tables B.1 and B.2 we show the distribution of income ratios for Black and white
couples using five income ratio intervals. The 0 to 0.2 income ratio group has the highest
percentage because it includes the percent of one-earner households. Compared to white couples,
a higher proportion of Black couples is in the highest quintile, particularly at the beginning of the
sample period. This difference diminishes over time, although there is still a higher proportion of
Black couples in the highest quintiles in later years of our sample. Although not shown, in separate
calculations using only the 2019 CPS sample, the average income ratio for Blacks who receive an
EITC marriage penalty is 0.502; among white couples with a penalty, the average income ratio is

lower at 0.449, highlighting the importance of the total couple’s earnings division.
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APPENDIX TABLE B.1. - DISTRIBUTION OF WITHIN-COUPLE INCOME RATIOS FOR BLACK COUPLES

Year 0-0.2 0.2-0.4 0.4-0.6 0.6-0.8 0.8-1

1991 40.1% 10.3% 13.1% 15.9% 20.6%
1992 42.5% 11.3% 15.0% 15.3% 16.0%
1993 45.1% 10.1% 15.6% 11.6% 17.6%
1994 46.4% 13.6% 13.4% 11.3% 15.4%
1995 43.4% 13.0% 11.8% 14.6% 17.1%
1996 49.3% 15.1% 8.3% 13.5% 13.8%
1997 46.1% 12.4% 9.9% 12.9% 18.7%
1998 41.9% 14.4% 17.1% 13.8% 12.8%
1999 47.0% 11.2% 12.6% 13.1% 16.1%
2000 41.2% 14.7% 14.8% 12.4% 16.8%
2001 48.9% 14.0% 10.1% 12.7% 14.3%
2002 49.8% 12.5% 11.3% 12.8% 13.6%
2003 46.4% 13.7% 11.8% 12.2% 15.9%
2004 48.7% 11.5% 9.8% 13.9% 16.2%
2005 49.3% 13.2% 11.0% 13.1% 13.3%
2006 48.8% 13.2% 11.8% 10.4% 15.8%
2007 50.1% 11.4% 11.5% 11.0% 16.0%

2008 51.2% 15.4% 10.3% 9.2% 13.8%
2009 53.3% 13.2% 9.6% 10.5% 13.3%
2010 54.6% 11.0% 11.6% 10.1% 12.6%
2011 54.5% 12.9% 8.4% 9.5% 14.6%
2012 57.7% 13.1% 10.1% 8.1% 11.0%
2013 57.1% 12.6% 7.1% 10.2% 13.0%
2014 57.5% 12.5% 11.3% 9.1% 9.7%
2015 57.5% 11.2% 7.9% 10.4% 12.9%
2016 50.6% 11.1% 13.4% 11.8% 13.3%
2017 57.7% 10.7% 7.6% 9.4% 14.7%
2018 58.3% 9.8% 9.9% 10.1% 11.9%

Notes: We use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. The calculations are based on
earnings only, not total income. The earnings ratios are constructed by using the highest earner in the denominator. Because information in the CPS
relates to the previous year’s earnings, we use 1991 to 2018 as the filing tax/earnings years. Source: Authors’ calculations.
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APPENDIX TABLE B.2. DISTRIBUTION OF WITHIN-COUPLE INCOME RATIOS FOR WHITE COUPLES

Year 0-0.2 0.2-0.4 0.4-0.6 0.6-0.8 0.8-1

1991 49.0% 11.4% 12.1% 12.9% 14.6%
1992 50.1% 10.9% 11.4% 13.0% 14.7%
1993 50.7% 10.9% 10.5% 11.8% 16.1%
1994 57.5% 15.2% 9.1% 8.6% 9.5%
1995 56.5% 15.7% 8.7% 8.3% 10.8%
1996 54.8% 15.6% 9.7% 9.1% 10.9%
1997 56.2% 14.4% 9.8% 9.0% 10.6%
1998 53.7% 16.2% 10.4% 9.5% 10.2%
1999 55.6% 14.9% 9.6% 9.3% 10.7%
2000 53.1% 16.1% 10.0% 9.2% 11.5%
2001 54.7% 15.3% 9.6% 8.7% 11.7%
2002 57.4% 13.7% 9.5% 9.1% 10.3%
2003 57.6% 14.9% 8.9% 8.5% 10.1%
2004 58.6% 13.5% 8.8% 8.6% 10.6%
2005 57.3% 13.8% 8.8% 8.8% 11.2%
2006 54.5% 15.8% 9.4% 9.0% 11.3%
2007 57.5% 14.2% 9.0% 8.8% 10.5%
2008 57.9% 14.0% 8.6% 8.4% 11.0%
2009 57.4% 14.2% 9.3% 8.7% 10.5%
2010 59.8% 14.0% 8.4% 8.0% 9.8%
2011 59.3% 13.3% 8.9% 8.5% 10.0%
2012 59.7% 13.2% 8.5% 8.1% 10.4%
2013 59.4% 12.8% 10.1% 8.0% 9.7%
2014 61.7% 13.1% 8.5% 7.5% 9.2%
2015 61.1% 12.7% 8.1% 8.0% 10.1%
2016 61.0% 12.8% 7.9% 8.0% 10.3%
2017 60.5% 13.4% 8.2% 7.8% 10.1%
2018 59.2% 12.7% 7.9% 8.7% 11.5%

Notes: We use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. The calculations are based on
earnings only, not total income. The earnings ratios are constructed by using the highest earner in the denominator. Because information in the CPS
relates to the previous year’s earnings, we use 1991 to 2018 as the filing tax/earnings years. Source: Authors’ calculations.

In addition to differentials in income division among couples, there may be differences in the
number of qualifying dependents. As indicated in Appendix Figure B.3, there is a small difference
between the average number of children in Black and white households, an important determinant

of a penalty. Among EITC-eligible families, Black households have a slightly higher number of

38



qualifying dependents, although the gap has decreased over time.? This difference can affect the
difference in the EITC marriage penalty/bonus between Black and white households, but the
direction is unclear. On one hand, the EITC adjusts the maximum credit for the number of children,
decreasing the penalty for Black households relative to white households. On the other hand, the

EITC stops increasing the maximum credit beyond three children.?®

Children
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APPENDIX FIGURE B.3. AVERAGE NUMBER OF DEPENDENT CHILDREN BY RACE
Notes: Estimates are calculated using a sample of EITC-eligible married couples from the Current Population Survey (CPS). Source: Authors’
calculations.

In terms of the dependent categories that define the EITC benefits, we see that the proportion
of households with three or more dependents has been consistently higher among Black
households than white households (Appendix Figure B.4). While a smaller proportion of Black
households had no children at the beginning of the period, the differences with white households
have declined over time. Differences in the proportions with one and two dependents have varied
across time, but for the most part, these differences appear to be small. The increases in the
proportion of Black couples without children seem to have been driven by decreases in the

proportion of couples with two dependents.

2 1t is important to remember that at any given point we are only including ETIC-eligible families. Prior to 1993,
childless couples did not qualify, which explains why the average drops after we start including families without
children.

26 Households experiencing an averaged EITC marriage bonus have more qualifying dependents than those
experiencing an averaged penalty. Among those with a penalty, Black households tend to have more children, which
may lead to the higher penalties that we observe if this higher average is influenced by a higher proportion of families
with more than three dependents.
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APPENDIX FIGURE B.4. PROPORTION OF COUPLES WITH NUMBER OF DEPENDENTS BY RACE

Notes: Estimates are calculated using a sample of EITC-eligible married couples from the Current Population Survey (CPS). Source: Authors’
calculations.

Appendix Table B.3 provides the income ratio for Black and white households disaggregated
by number of qualifying dependents. Consistent with the earlier discussion, income ratios between
Black and white households (conditional on having the same number of dependents) differ in ways
that can explain a major part of the observed racial differences in the EITC marriage penalty/bonus.
Black households have a higher income ratio for most sample years among households with

children, while the racial difference among childless households is small or at times non-existent.
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APPENDIX TABLE B.3. AVERAGE INCOME RATIOS BY RACE AND NUMBER OF DEPENDENTS

Childless One Kid Two Kids Three or More Kids
Year Black White Black White Black White Black White
1991 0.42 0.36 0.45 0.34 0.33 0.25
1992 0.36 0.36 0.41 0.33 0.35 0.23
1993 0.34 0.37 0.37 0.33 0.34 0.24
1994 0.16 0.21 0.38 0.30 0.40 0.28 0.40 0.23
1995 0.22 0.20 0.42 0.32 0.45 0.30 0.35 0.23
1996 0.20 0.21 0.33 0.35 0.39 0.30 0.36 0.25
1997 0.23 0.21 0.41 0.32 0.41 0.31 0.37 0.23
1998 0.21 0.23 0.38 0.32 0.43 0.31 0.35 0.23
1999 0.24 0.22 0.40 0.31 0.42 0.32 0.31 0.24
2000 0.20 0.22 0.41 0.34 0.43 0.33 0.41 0.25
2001 0.20 0.22 0.37 0.32 0.36 0.30 0.35 0.26
2002 0.19 0.21 0.38 0.31 0.38 0.29 0.31 0.23
2003 0.20 0.21 0.42 0.30 0.39 0.29 0.33 0.22
2004 0.17 0.20 0.40 0.31 0.43 0.28 0.33 0.23
2005 0.20 0.19 0.36 0.32 0.38 0.30 0.31 0.24
2006 0.22 0.22 0.33 0.31 0.38 0.30 0.35 0.25
2007 0.21 0.20 0.33 0.32 0.38 0.30 0.38 0.23
2008 0.22 0.20 0.29 0.31 0.43 0.30 0.27 0.22
2009 0.18 0.20 0.32 0.32 0.36 0.29 0.30 0.22
2010 0.20 0.19 0.30 0.30 0.38 0.27 0.28 0.21
2011 0.17 0.20 0.32 0.31 0.35 0.27 0.30 0.21
2012 0.16 0.18 0.31 0.32 0.27 0.28 0.31 0.21
2013 0.19 0.20 0.33 0.30 0.27 0.28 0.33 0.21
2014 0.14 0.18 0.36 0.30 0.35 0.26 0.25 0.20
2015 0.14 0.18 0.34 0.30 0.37 0.27 0.29 0.21
2016 0.19 0.19 0.36 0.31 0.34 0.26 0.37 0.20
2017 0.16 0.20 0.38 0.29 0.28 0.27 0.35 0.21
2018 0.12 0.19 0.37 0.32 0.32 0.29 0.30 0.22

Notes: We use a sample of EITC-eligible married couples from the Current Population Survey from 1992 to 2019. The calculations are based on
earnings only, not total income. The earnings ratios are constructed by using the highest earner in the denominator. Because information in the CPS
relates to the previous year’s earnings, we use 1991 to 2018 as the filing tax/earnings years. Source: Authors’ calculations.
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Appendix C: Income Distribution Considerations

Appendix Figure C.1 illustrates the Kernel density function of income for married couples,
cohabitating couples, and all couples separately by race. For each category, there is significant
overlap in the distribution of earnings, diminishing the possibility that such differences may drive
the observed racial differences. A Kolmogorov-Smirnoff test of equal distributions reveals a
statistically significant difference, but this difference is very small, as evidenced by the cumulative

density function of real income in panel (d).
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APPENDIX FIGURE C.1. EARNINGS DISTRIBUTION OF WHITE AND BLACK COUPLES IN THE SAMPLE

Notes: For the calculations, we use a sample of EITC-eligible married and cohabiting couples from the Current Population Survey from 1992 to
2019. For comparability, the couples’ earnings for earlier periods are in 2020 dollars, using the Bureau of Labor Statistics Consumer Price Index.
Source: Authors’ calculations.

To further alleviate concerns that there are influential income differences, we split the sample

into finer income categories: income brackets of $20,000. We cannot disaggregate further due to
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subsample sizes being too small for statistical purposes, particularly for cohabitating couples. As
expected, among cohabitating couples there are few if any differences between races, regardless

of income (Appendix Figure C.2).
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APPENDIX FIGURE C.2. DIFFERENCE BETWEEN BLACK AND WHITE COUPLES’ AVERAGED EITC PENALTY/BONUS: COHABITING COUPLES
BY INCOME

Notes: For the calculations, we use a sample of EITC-eligible married and cohabiting couples from the Current Population Survey from 1992 to
2019. For each couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to filing
separately, while married refers to filing jointly. Because information in the CPS relates to the previous year’s earnings, we use 1991 to 2018 as the
filing tax years. The solid line is estimated by subtracting the average estimated penalty/bonus for white couples from the average estimated
penalty/bonus for Black couples while the dotted lines are the 90 percent confidence intervals. The estimates are all expressed in 2020 dollars, using
the Bureau of Labor Statistics Consumer Price Index, and represent averages across groups. A negative value suggests that, when averaged across
all families in the sample, Black couples are estimated to experience either a higher averaged EITC marriage penalty or a lower averaged EITC
marriage bonus, relative to white couples. Source: Authors’ calculations.

The racial differences persist among those within the top two income groups (Appendix Figure

C.3). This is consistent with our general finding that the differences arise primarily among
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households at the upper end of EITC eligibility. Looking at all couples (i.e. married and cohabiting)
yields similar results (Appendix Figure C.4).
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APPENDIX FIGURE C.3. DIFFERENCE BETWEEN BLACK AND WHITE COUPLES’ AVERAGED EITC PENALTY/BONUS: MARRIED COUPLES BY
INCOME

Notes: For the calculations, we use a sample of EITC-eligible married and cohabiting couples from the Current Population Survey from 1992 to
2019. For each couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to filing
separately, while married refers to filing jointly. Because information in the CPS relates to the previous year’s earnings, we use 1991 to 2018 as the
filing tax years. The solid line is estimated by subtracting the average estimated penalty/bonus for white couples from the average estimated
penalty/bonus for Black couples while the dotted lines are the 90 percent confidence intervals. The estimates are all expressed in 2020 dollars, using
the Bureau of Labor Statistics Consumer Price Index, and represent averages across groups. A negative value suggests that, when averaged across
all families in the sample, Black couples are estimated to experience either a higher averaged EITC marriage penalty or a lower averaged EITC
marriage bonus, relative to white couples. Source: Authors’ calculations.
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APPENDIX FIGURE C.4. DIFFERENCE BETWEEN BLACK AND WHITE COUPLES’ AVERAGED EITC PENALTY/BONUS: ALL COUPLES BY
INCOME

Notes: For the calculations, we use a sample of EITC-eligible married and cohabiting couples from the Current Population Survey from 1992 to
2019. For each couple, we use the NBER TAXSIM simulator to estimate the EITC benefits under each scenario, where unmarried refers to filing
separately, while married refers to filing jointly. Because information in the CPS relates to the previous year’s earnings, we use 1991 to 2018 as the
filing tax years. The solid line is estimated by subtracting the average estimated penalty/bonus for white couples from the average estimated
penalty/bonus for Black couples while the dotted lines are the 90 percent confidence intervals. The estimates are all expressed in 2020 dollars, using
the Bureau of Labor Statistics Consumer Price Index, and represent averages across groups. A negative value suggests that, when averaged across
all families in the sample, Black couples are estimated to experience either a higher averaged EITC marriage penalty or a lower averaged EITC
marriage bonus, relative to white couples. Source: Authors’ calculations.

Taken together, although cohabitating couples appear to exhibit small to non-existent racial
differences in a hypothetical EITC marriage penalty, our estimations suggest that the inclusion of

cohabitating couples does not change our primary findings, even within smaller income groups.
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