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Introduction

The Earned Income Tax Credit (EITC) — a refundable
credit that rises with earnings up to a point before
phasing out — is one of the federal government’s
largest poverty reduction programs. The EITC’s
design — which yields no benefit to non-workers — has
been found to encourage employment among lower-
income individuals. This rare combination of poverty
reduction and work encouragement means that
expansion of the EITC has long enjoyed bipartisan
support. One of the most common suggestions for
expansion is an increase in the size of the credit for
childless households, which is currently so small that
few people use it.! Indeed, a tripling of the childless
benefit was part of a temporary package enacted dur-
ing the COVID pandemic.?

An expansion of the childless benefit is usually
framed as a boon for the well-being of younger, low-
income workers. However, some have pointed out
that another benefit may be to encourage low-income
individuals approaching retirement — who are often
at risk of inadequate retirement resources — to extend
their careers.®* Since the vast majority of workers near
retirement — defined here as ages 55-64 — do not have

dependent children, they would benefit from such

an expansion. However, because the current EITC is
used mainly by those with children, no research has
focused on how older individuals might respond to
any expansion. But, roughly 15 percent of individuals
near retirement do have dependent children, and this
briefuses them as a base for an analysis of how older
individuals responded to past expansions relative to
their younger counterparts.*

The discussion proceeds as follows. The first sec-
tion provides background on the EITC. The second
section discusses the methodology used to explore
the impact of EITC expansions on older workers,
and the third section discusses the results. The final
section concludes that while past EITC expansions
likely have encouraged some older workers to extend
their careers, the effect is significant just for single
women and only at a third the rate of their younger
counterparts. Hence, expansions of the childless
credit should be considered mainly in the context of
younger workers, but with the recognition that such
an expansion will likely encourage at least some older
individuals to work longer.

* Geoffrey T. Sanzenbacher is a research fellow at the Center for Retirement Research at Boston College and a professor of

the practice of economics at Boston College.
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Background on the EITC

The EITC started as a small, temporary provision in
1975, but expansion over the years has made it one of
the biggest federal antipoverty policies.® The credit is
refundable, so that it can increase the income avail-
able to a household instead of simply reducing its tax
burden. The basic structure of the EITC is illustrated
in Figure 1, using the 2019 rules as an example (the
analysis stops that year to avoid temporary changes

in EITC rules during COVID). The figure shows

four prominent features of the program. First, as
mentioned above, the EITC is very small for fami-
lies without dependent children.® Second, the EITC
increases with the number of dependent children.
Third, the credit increases as a household goes from
no earned income up to a moderate income before
plateauing. And fourth, the credit is gradually phased
out as earned income increases. Combined, these
four features mean that the EITC currently affects
primarily low-income households with children, often
single mothers.
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Notes: Shows credit amount for all household tax filers, except
married filing jointly. Assumes all income is from earnings.
Source: Author’s adaptation from Tax Policy Center (2024).

Because the EITC only applies to workers, it aims
to encourage people to go from not working to work-
ing. Research on the topic strongly suggests that the
policy achieves this goal, especially for younger single
parents.” But, little research to date has focused on the
EITC’s effect on older workers, even though non-EITC-
based research has suggested that they may respond

differently than younger individuals to tax incentives.®
The reason for this lack of focus is simple. Just 15
percent of individuals ages 55-64 still have dependent
children. Still, even though small in proportion, this
group who do have dependent children can serve as a
base for research.

Methodology

This brief uses the Current Population Survey (CPS)
from 1988-2019 and follows the methodology of Bas-
tian and Jones (2021). That paper exploits variation in
the size of the EITC both over time and across house-
holds with different numbers of dependent children.
Figure 2 shows this variation and illustrates two trends.
First, in real terms, the maximum size of the EITC
credit has increased since the 1980s, with discrete
jumps in 1991, 1994, and 2009. Second, the maximum
credit has varied more by the number of children in a
household as families with more dependent children
were given larger benefits relative to those with fewer.
The analysis compares the employment of individ-
uals with different access to the EITC, using the maxi-
mum credit that each group can receive as a proxy for
program generosity. Although Figure 2 shows that
large jumps in EITC benefits occur just a few times,
these changes introduce substantial variation in the
maximum benefit across households. For example, in
1987, households with dependent children received a
modest maximum credit of $1,915 (in 2019 dollars),
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regardless of their family size. By 1996, that number
for households with a single child had nearly doubled
to $3,513, and households with two or more children
had seen their maximum benefit triple to $5,796.
Further separation occurred for households with three
or more children in 2009, when they received a nearly
20-percent boost in their maximum benefit. Across
the sample considered here, the average maximum
EITC is $2,697, with a standard deviation of $2,334.

A regression is used to compare the employment
rate of individuals facing different maximum EITC
benefits, controlling for number of children, educa-
tion, race, age, state of residence, and year observed.
Regressions are run only on those with a high school
degree or less, as they are most likely to be impacted
by any expansion of the EITC based on their lower
earnings levels.

Prob (Employment) = f(maxEITC, children, race,
education, age, year, state of residence)

This approach takes advantage of the fact that
households with the same number of children face
different benefits at different times, while households
at the same point in time face different benefits based
on their number of children. So, for example, to
the extent that individuals in households with three
versus one dependent child work less in 1987, the
regression asks: did that difference change when a
three-child household received a comparatively larger
EITC benefit in 2010? Using this approach, Bastian
and Jones report that the EITC significantly increases
the employment rate of women, with the effect con-
centrated among single women.’

The question here is, does this result differ based
on the age of the individual? Thus, the analysis is
performed separately for workers ages 25-54 and 55-
64. Because the effects of the program likely differ
for women relative to men (who tend to earn more),
the analysis is also done separately by gender. And,
because the EITC can impact single versus married
households differently, the analysis is further sepa-
rated by marital status.!

Results

Before turning to the regression results, Table 1
highlights key characteristics of the sample by age.
The older individuals are less likely to be employed,
to have dependent children, and to be Hispanic, and
slightly more likely to be high school dropouts.

TABLE 1. SELECTED CHARACTERISTICS OF SAMPLE
INDIVIDUALS WITH H1GH ScHOOL OR LESS BY GENDER
AND AGE

Women Men
55-64 25-54 55-64 25-54

Share employed 458%  63.2%  60.2%  83.8%
S}é‘i‘fﬁ dvrvégl dep. 13.9 678 183 614
Share by race

White 67.1 59.1 68.3 62.6

Black 13.0 12.2 12.0 9.4

Hispanic 14.5 23.3 14.7 23.4

AE?;{ ggfiﬁc 3.5 3.5 2.9 2.6

Other 2.0 1.9 2.1 1.9
Share HS dropout  30.6 26.5 33.5 26.9
Share married 68.0 71.3 78.1 76.3

Source: Author’s calculations from Flood et al. (2024).

Figure 3 highlights the main results of the regres-
sion analysis, with full results in the Appendix. The
figure shows how the various groups’ likelihood of
employment is expected to respond to a $1,000 in-
crease in the highest EITC benefit available to them.

F1GURE 3. ESTIMATED EMPLOYMENT EFFECT OF $1,000
INCREASE IN MaxiMUM EITC, By GENDER, AGE, AND
MARITAL STATUS
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Notes: Regression includes those with a high school educa-
tion or less. Solid bars indicate statistical significance at the
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Source: Author’s calculations from Flood et al. (2024).
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For women, the results suggest that older singles
would be expected to increase their probability of
working by 1.5 percentage points, which is statisti-
cally significant. However, the size of the effect is
substantially smaller than for younger single women,
whose employment would be expected to increase by
5.5 percentage points. This result may stem from the
fact that older women have more work experience and
higher earnings and so are less affected by expan-
sions. Or, the lower effect could reflect more health
limitations among this older group.!!

The effect for older single men is similar in mag-
nitude to single women, but insignificant statistically.
This insignificance is likely because the sample of
single men ages 55-64 is just 60 percent the size of
single women of this age, both due to the higher mor-
tality of men and the (related) fact that men in this
age bracket are more likely to be married. Younger
single men are significantly affected but at a lower
rate than younger single women, again likely due to
their higher earnings.

Married women in both age brackets are not
predicted to be significantly affected. Such a finding
is common for younger women at least, as married
couples often earn too much to qualify for even the
expanded versions of the EITC. Plus, if a woman has
lower potential earnings than her husband, he may
be the one to choose to work for wages and claim the
EITC. Indeed, a positive significant effect is found
for younger married men. Older married men seem
not to be affected, likely because their higher earnings
often push them out of EITC eligibility regardless of
whether the size of the credit expands.

Conclusion

Expansion of the EITC — and in particular the child-
less worker benefit — is one policy that could encour-
age older individuals to work longer. The results here
suggest that expanding the EITC would likely have a
statistically significant impact on some older individu-
als’ employment. But, that impact is most likely to
occur for older single women — who represent just

20 percent of those ages 55-64 — and at a rate just
one-third that of similar, younger individuals. While
this analysis is based primarily on expansions to those
with children, it provides some of the first evidence
that older workers may be less responsive to the EITC
than their younger counterparts.

That said, it is clear from this analysis and others
like it that EITC expansion has a considerable effect
on the labor supply of younger workers and with a
positive side effect: at least some older workers are
likely to enter the labor force. These positive effects
on employment, which reduce poverty and depen-
dence on other government programs, may be reason
enough to support an expansion of the policy.
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Endnotes

1 For example, in 2014, President Obama and House
Speaker Paul Ryan each proposed roughly doubling
the EITC for childless households. See Maag (2018)
for evidence that few people currently use the EITC
for childless households.

2 See Crandall-Hollick, Airi, and Auxier (2024) for
evidence that this expansion greatly increased the
number of individuals using the childless credit.

3 For example, see Munnell (2018) for the suggestion
that the EITC could help lower-income, older indi-
viduals. See Yin, Chen, and Munnell (2024) who find
that low-income workers are more likely to be at risk
of inadequate retirement income.

4 The paper is Bastian and Jones (2021), which is
discussed in more detail in the methodology section.

5 Sizable increases in the credit occurred in 1991,
1994, and 2009. For an excellent legislative history,
see Congressional Research Service (2018).

6 The only exception was the brief but sizable expan-
sion during COVID that applied only for 2021.

7 See Bastian and Jones (2021), Bastian (2020),
Moulton, Graddy-Reed, and Lanahan (2016), or Meyer
and Rosenbaum (2001) for examples of various ap-
proaches that illustrate this point. The result is less
clear for married couples. Eissa and Hoynes (2004),
for example, find that the EITC may discourage work
among married couples because the phase-out of
benefits acts as a tax.

8 Perhaps the closest U.S. study is Alpert and Powell
(2014), who simulate the effect of expanding the EITC
to older workers and find perhaps a larger respon-
siveness of older than younger workers. But their
estimates are based on responses to a change in the
income tax, and income taxes target a very different
population than the EITC. A few international stud-
ies look at programs similar to the EITC and gener-
ally see a small to moderate impact on labor supply
(e.g., Breunig and Carter (2018) in Australia and Laun
(2017) in Sweden).

9 The Bastian and Jones (2021) approach and the
approach here also include considerable interactions
between variables to ensure effects are due to EITC
variation and not other sources. For example, a linear
time trend is interacted with number of children

to ensure that employment has not simply become
easier or harder over time in a way that appears attrib-
utable to an expanding EITC.

10 Indeed, Bastian and Jones (2021) find that EITC
expansions may decrease employment among mar-
ried women, as working could push their household
out of eligibility for the credit if the second earner’s
wages are high enough.

11 Data on health are only available in more recent
years of the CPS and thus are not included in this
analysis.
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TABLE Al. REGRESSION RESULTS FOR INDIVIDUALS AGES 55-64

Women Men
Single Married Single Married
Maximum EITC 0.0153** 0.0045 0.0151 0.0034
(0.0074) (0.0061) (0.0163) (0.0045)
Number children (0= base)
One -0.0279 -0.0029 0.0498 0.0220
(0.0240) (0.0190) (0.0515) (0.0142)
Two -0.0834%* -0.0260 -0.0009 0.0056
(0.0399) (0.0322) (0.0872) (0.0238)
Three -0.0653 -0.0710* -0.0614 -0.0274
(0.0462) (0.0386) (0.1019) (0.0286)
Child under 5 0.0538 -0.0028 0.0312 0.0186
(0.0409) (0.0275) (0.0463) (0.0167)
Race (White, Non-Hispanic = base)
Black Non-Hispanic -0.0702%*%* 0.0010 -0.0874%%*%* -0.0742%%%*
(0.0065) (0.0065) (0.0087) (0.0058)
Hispanic -0.0075 -0.0209%** 0.0448%%** 0.0253%%*%*
(0.0080) (0.0058) (0.0107) (0.0055)
Asian/Pacific Islander 0.0342%%* 0.0388%** 0.0141 0.0452%%%
(0.0173) (0.0092) (0.0277) (0.0101)
Other race -0.1196%** -0.0471%%%* -0.1700%*%* -0.1092
(0.0159) (0.0127) (0.0184) (0.0123)
HS dropout -0.8778%* -0.0308 -0.6077* -0.5841
(0.3711) (0.5866) (0.3290) (0.5304)
Age 0.2011%%*%* 0.2662%** 0.2524%%*% 0.4827%%*%
(0.0385) (0.0264) (0.0506) (0.0255)
Age-squared -0.0019%** -0.0025%*%* -0.0024%*%* -0.0044%#*%*
(0.0003) (0.0002) (0.0004) (0.0002)
No. of observations 41,412 87,932 24,233 86,499
R-squared 0.093 0.088 0.094 0.098

Notes: *** indicates significance at the 1-percent level, ** at the 5-percent level, * at the 10-percent level. Regression also
includes indicators for four through 13 children, indicators for state of residence, indicators for year observed, the interac-
tion of each state’s indicator and a linear time trend, and interactions between high school dropout and the number of
children.

Source: Author’s calculations from Flood et al. (2024).
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TABLE A2. REGRESSION RESULTS FOR INDIVIDUALS AGES 25-54

Women Men
Single Married Single Married
Maximum EITC 0.0550%%*%* 0.0001 0.0169%** 0.0124%%*%*
(0.0022) (0.0013) (0.0040) (0.0010)
Number children (0= base)
One -0.1526%** 0.0018 -0.0063 -0.0164%%*%*
(0.0073) (0.0045) (0.0127) (0.0035)
Two -0.2836%** -0.0359%*%* -0.0461%* -0.0377%%%*
(0.0111) (0.0065) (0.0207) (0.0051)
Three -0.3398%*%* -0.0947%%%* -0.0675%*%* -0.0494% %%
(0.0123) (0.0071) (0.0242) (0.0056)
Child under 5 -0.1066%*%* -0.1351%%%* -0.0368*** 0.0068%***
(0.0042) (0.0025) (0.0063) (0.0017)
Race (White, Non-Hispanic = base)
Black Non-Hispanic -0.0753%%*%* 0.0362%** -0.1151%%*%* -0.0956%**
(0.0035) (0.0035) (0.0041) (0.0025)
Hispanic -0.0009 -0.0415%** 0.0450%** 0.0166%**
(0.0039) (0.0026) (0.0040) (0.0019)
Asian/Pacific Islander 0.0417#%%* -0.0080* 0.0148 -0.0107%%*
(0.0103) (0.0046) (0.0103) (0.0040)
Other race -0.1222%%* -0.0730%** -0.1424%%%* -0.1111%%%*
(0.0086) (0.0068) (0.0082) (0.0050)
HS dropout -0.4374 -1.7109 -0.5596 -0.1721
(0.4866) (1,737.6694) (0.4516) (905.9585)
Age 0.0203%%%* 0.0323%%%* 0.0082%*%* 0.0188%#*
(0.0016) (0.0011) (0.0016) (0.0008)
Age-squared -0.0003%*%* -0.0004%*%* -0.0002%*%* -0.0002%#*
(0.0000) (0.0000) (0.0000) (0.0000)
No. of observations 125,104 311,354 94,902 305,632
R-squared 0.102 0.084 0.072 0.036

Notes: *** indicates significance at the 1-percent level, ** at the 5-percent level, * at the 10-percent level. Regression also
includes indicators for four through 13 children, indicators for state of residence, indicators for year observed, the interac-
tion of each state’s indicator and a linear time trend, and interactions between high school dropout and the number of
children.

Source: Author’s calculations from Flood et al. (2024).
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