
INCOME INEQUALITY, RACE, AND THE EITC

Bradley Hardy, Charles Hokayem, and James P. Ziliak
We examine the relationship between the earned income tax credit (EITC) and Black-White
after-tax income inequality from 1980 to 2020. The EITC lowers overall inequality by 5–
10 percent in a typical year, improving the incomes of Black households relative toWhite house-
holds in the bottom half of the distribution. Gains in relative economic status emerged after the
1993 EITC expansion, concentrated among working-class Black households, and not extend-
ing to those at the very bottom. Estimating the effect of the 1993 expansion on labor supply, we
find evidence of a much larger extensive-margin employment response for Black households
than White households.
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I. INTRODUCTION

I ncome inequality between Blacks and Whites stands as among the most durable
group-level outcome differences in the United States. Historically, the root causes

of this inequality span large-scale structural factors, including the long-term con-
sequences of the exclusion of Blacks from capital, product, and labor markets, and
from participation in the political process with spillovers to tax policy (e.g., Huang
and Taylor, 2019; Darity andMullen, 2020; Gale, 2021;Williams, Logan, and Hardy,
2021). After converging in the first few decades following World War II, Black-
White income gaps stalled and, if anything, widened in recent years despite osten-
sible improvements with respect to labor market and educational opportunities (Smith
andWelch, 1989; Bayer and Charles, 2018). Such gaps, and the low levels of income
that many Black American families are routinely exposed to, are associated with
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diminished socioeconomic outcomes, including lowered educational attainment,
health status, and wealth (Brooks-Gunn and Duncan, 1997; Duncan, Ziol-Guest,
and Kalil, 2010).
In this paper, we examine the potential role of redistributive tax policy through the

earned income tax credit (EITC) to mitigate after-tax income differences between
Black and White households. The EITC, which provides a refundable tax credit to
low-wageworkers, was introduced in 1975 and expanded in generosity and reach in
the tax acts of 1986, 1990, 1993, and 2009. Because the program is more generous to
those households with qualifying children, by the late 1990s the program overtook
traditional cash welfare as the nation’s primary tool to deliver income support for
families with dependent children headed by nondisabled adults.1 While initially avail-
able only at the federal level, over half of states have since enacted their own supple-
ments to the federal credit. The rising cash value and policy importance of the EITC
represents a deliberate policy shift, reorienting the nation’s safety net toward an em-
phasis on temporary income support and enhanced incentives for families to pursue
employment opportunities (Moffitt and Ziliak, 2019). This policy shift occurred via
the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 —
known as “welfare reform”—which transitioned cashwelfare fromAid to Families
with Dependent Children to Temporary Assistance for Needy Families. Around the
same time period, the Omnibus Budget Reconciliation Act of 1993 expanded the
EITC. There is nowmuch literature on the effects of the EITC on a host of outcomes,
ranging from labor supply to child academic achievement in both the short and long
run (see surveys in Hotz and Scholz, 2003; Nichols and Rothstein, 2016; Hoynes,
2019). Most of that literature does not examine whether the EITC has differential ef-
fects on Black andWhite households, and to our knowledge this is the first paper to
estimate the effect of the EITC onBlack-White after-tax income gaps and labor-supply
responses.2

Whether the EITCmitigates after-tax racial income gaps depends on several, pos-
sibly reinforcing, factors. First, as a first-dollar subsidy to wages of workers, the EITC
could reduce Black-White after-tax income gaps if there is a larger positive Black em-
ployment response to the credit, whether at the extensive participation margin or in-
tensive hours-worked margin. There is robust evidence that the EITC expansions of
the 1990s stimulated the employment rates of unmarried mothers (Eissa and Leibman,
1996;Meyer andRosenbaum, 2001; Hoynes and Patel, 2018; Schanzenbach and Strain,
2020) and, if anything, depressed hours worked of married women (Eissa and Hoynes,
2004), but evidence of differential responses by race is lacking. Second, even if there
1 For the purposes of the EITC, a qualifying child must be under age 19, between ages of 19 and 23 if a
full-time student, or of any age if totally and permanently disabled; must reside with the tax filer at
least 6 months and a day during the calendar year; and must have a valid Social Security Number.

2 Gundersen and Ziliak (2004) examine the effect of the business, cycle, welfare reform, and EITC on
before- and after-tax poverty overall and by race of the family head, while Ajilore (2008) examines
whether the EITC affects pretax poverty transitions of Black families relative to Whites. Our paper
differs by focusing on the distribution of income and attendant labor-supply responses.
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are no racial differences in the labor-supply response to the credit, the EITC could
reduce the Black-White after-tax income gap if Black workers are systematically
paid lower pretax wages than White workers, and the EITC does more to narrow the
posttax wages of Black workers relative to White. There is long-standing evidence
that pretax hourly wages of Black men are well below those ofWhite men, but gaps
among women are much less pronounced (Smith andWelch, 1989; Bayer and Charles,
2018; Blundell et al., 2018). Third, conditional on eligibility, the EITC could reduce
Black-White income gaps if Black households are more likely to file and take up
the credit. Evidence from Jones (2014) shows that take-up rates of the EITC are nom-
inally higher among Blacks thanWhites (82 versus 78 percent, respectively, in 2009).
In sum, there is not strong evidence from the extant literature to assess whether the
EITC reduces Black-White after-tax income inequality, and we aim to fill this gap.
Using 40 years of data from the Current Population Survey (1980–2020), we ex-

amine the relationship between the EITC and Black-White income inequality. We
begin by constructing a broad measure of after-tax and transfer household income
without and with the EITC to estimate pre- and post-EITC inequality using standard
measures from the literature. We find evidence of rising inequality throughout the
overall US population, consistent with inequality trends documented by Autor, Katz,
and Kearney (2008), Burkhauser et al. (2012), and Autor (2014), and that the EITC
lowers inequality by 5–10 percent in a typical year. As expected, the EITC has no
effect on upper-tail inequality (e.g., P90–50 ratios), but it is associated with qualita-
tively large inequality reductions in the bottom half of the income distribution, which
is where we focus our attention on Black-White differences. Several important results
emerge. First, the EITC is associatedwith lowering theBlack-White income gap at the
both the median and 25th percentile, especially after the EITC expansions of the early
1990s. Importantly, we also find that the EITC has no discernible inequality reducing
effects at the 10th percentile of pretax income. Instead, from the early 2000s onward,
the EITC may slightly widen the Black-White income ratio at the bottom of the
distribution.
We then explore possible mechanisms underlying Black-White convergence in

after-EITC household incomes, focusing on the labor-supply response to the EITC
expansion of the 1990s. We extend the event-study model developed in Schanzenbach
and Strain (2020) to estimate the employment response to the EITC separately by
race and at both the extensive and intensive margins of labor supply. Our event-study
results suggest that EITC expansions in the early 1990s are associatedwith large em-
ployment responses at the extensive margins that are noticeably larger among Black
households. The evidence at the intensive margin is less conclusive, in part because
of evidence of pretrends in hours of work perhaps in response to the earlier EITC ex-
pansion in 1990. Collectively, our results demonstrate that, while the EITC reduces
racial income inequality, these effects are concentrated between the 25th and 50th per-
centiles and seem to reduce inequality by operating through the extensive margin of
employment. Yet, the built-in work conditions within the credit lead to no improve-
ments in racial inequality at very low levels of household income.
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II. DATA AND MEASURES

We use the Current Population Survey Annual Social and Economic Supplement
(CPSASEC) for the 1980–2020 survey years. The CPSASEC is a stratified random
sample of 60,000–90,000 household addresses from the noninstitutionalized popu-
lation in the United States. It is a supplement to the monthly CPS survey conducted
in February-April of each year that contains detailed information on annual earnings
and incomes, employment, hours worked, and family structure. It serves as the offi-
cial source of income and poverty statistics and has been the workhorse dataset for
research on wage and income inequality. All income information in the CPS ASEC
refers to the prior calendar year. Since the CPS ASEC does not collect tax informa-
tion, we use NBER’s TAXSIM simulation program to estimate taxes and tax credits,
including the EITC. With nonresponse to earnings questions and to the entire CPS
ASEC altogether on the rise (Bollinger et al., 2019), we drop those with imputed earn-
ings and hours worked as well as whole supplement imputations.
To gauge the impact of the EITC on inequality, we construct two measures of house-

hold income: (1) pre-EITC after-tax household income and (2) post-EITC after-tax
household income that includes receipt of federal and state EITCs. Pre-EITC after-
tax household income includes earnings of the primary and any secondary earners
(if present) and transfer income and nontransfer nonlabor income such as rent, inter-
est, and dividend income, and it subtracts federal, state, and payroll taxes but excludes
the refundable federal and state EITC. Post-EITC income adds back the refundable
EITC credits. Transfers include Social Security, Disability Insurance, Unemployment
Insurance, Workers Compensation, Supplement Security Income, Temporary Assis-
tance for Needy Families (cash only), and Supplemental Nutrition Assistance Pro-
gram (food stamps).3 Both household income measures are deflated to 2019 dollars
using the Personal Consumption Expenditure Deflator.
As mentioned before, taxes and tax credits are simulated using TAXSIM. The first

step uses the family relationship pointers provided in the ASEC to construct tax units.
TAXSIM takes as inputs the tax-unit marital status, ages of members, number of
(child) dependents for (refundable) tax credits, earnings, taxable and nontaxable trans-
fers, and other items. It then returns a simulated estimate of federal, state, and payroll
tax liability, inclusive of tax credits under the assumption of 100-percent take-up among
those estimated to be eligible. For the payroll tax, we assign the employee share. Be-
cause some households contain multiple tax filing units, we assign the tax liability to
the relevant tax-unit head to estimate tax-unit after-tax income, and then we aggre-
gate across tax-unit heads to estimate total household after-tax income.4 Focusing on
3 Self-reported transfer benefits in surveys are known to be underreported when compared with admin-
istrative records (Meyer, Mok, and Sullivan, 2015; Brewer, Etheridge, and O’Dea, 2017). We are not
aware of any evidence ofwhether this varies systematically by race of the household head, and if rates are
similar, then our ratios of Black to White household income should not be biased by underreporting.

4 While the other transfers are collected at the individual level and thus are assigned to tax units, SNAP
is asked at the household level and thus is added to the household after-tax income.
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the household rather than the tax unit is justified under the assumption that mem-
bers of the same household share resources. However, to account for household
size and composition, we apply a modified OECD scale to equivalize incomes. This
equivalization divides household income by a factor J 5 0:67 1 0:33I½spouse�1
0:2nchild 0213 1 0:33nchild 141, where I[spouse] is an indicator function that equals 1
if a spouse is present in the tax unit, and nchild 0213 and nchild 141 give the number of
dependent children in the tax unit aged 0–13 and 14 and above, respectively. Our
sample includes head of households ages 25–64, the primary group eligible for the
EITC.5 Appendix Table 1 (Appendices Figures 1–5 and Tables 1–10 are available on-
line) provides select summary statistics for our sample.
Our key measures of inequality include household percentile ratios that cover the

90th–10th (P9010), the 90th–50th (P9050), the 50th–25th (P5025), and the 25th–
10th (P2510) percentiles based on pre-EITC and post-EITC income.6 We present
trends in these ratios for all races combined, and to examine the effect of the EITC
between Blacks and Whites, we also present trends in the household Black-White
percentile ratio using the P10, P25, and P50 levels for each group with pre-EITC
and post-EITC income.
For example, at the P10 level, we calculate the Black-White percentile ratio with

pre-EITC income as

P10 pre‐EITC 5
Black P10 pre‐EITC

White P10 pre‐EITC
,

and with post-EITC income as hard return

P10 post‐EITC 5
Black P10 post‐EITC

White P10 post‐EITC
:

The comparison of trends in these ratios allows us to gauge the effect of the EITC
at P10 and similarly for P25 and P50.
III. THE EITC AND TRENDS IN BLACK-WHITE INEQUALITY

We begin our discussion of results with Figure 1. Panel A depicts overall P5025
inequality trends, before and after accounting for the cash value of federal and state
EITC benefits at the household level. Here, we find that the EITC reduces the P5025
ratio at an increasing rate from 1985 onward, by 0.006 (1988) to as much as 0.07
(2015), or by about 10 percent. Moving to Panel B of Figure 1, we find that the EITC
is associated with particularly large reductions in P2510 inequality; the post-EITC
inequality reduction begins to widen after the Tax ReformAct of 1986 and especially
5 Tax filers under age 25 and over age 64 may file for the EITC provided that they have qualifying chil-
dren in their tax unit. EITC eligibility for childless filers is restricted to ages 25–64, and thus we re-
strict our sample to household heads in this age range.

6 All estimates are weighted using the household weight provided in the CPS ASEC.
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after the Omnibus Budget Reconciliation Act of 1993 (OBRA-93), from a level re-
duction of roughly 0.02 (in 1989) to 0.10 by 2005, or about 10 percent. However, after
the Great Recession of 2007–2009, we observe a reduction in the level of post-EITC
inequality, with ratio differences as low as 0.03 in 2014 and 2015, suggesting that
the EITC is doing less redistribution at low levels of income.
Our results establish that the EITC’s inequality reduction is centered on individ-

uals and families at the lower left tail of the income distribution; as expected, pre-
and post-EITC P9050 ratios (Appendix Figure 1) are indistinguishable, though there
is evidence of pre- and post-EITC P9010 inequality reduction (Appendix Figure 1).
Given this fact, the remainder of our inequality estimates focus on Black andWhite
respondents at or below the 50th percentile of the income distribution.
Figure 2 summarizes racial inequality trends across the pre-EITC/post-EITC equiv-

alized household income distributions at the 10th, 25th, and 50th percentiles of each
group’s respective pre- or post-EITC household income distribution (see the per-
centile levels of equivalized income for each group in Appendix Figure 2). The results
demonstrate clear differences with respect to where and how the EITC operates as a
racial inequality–reducing policy intervention. Starting at the bottom of the income
distribution, comparing Black incomes at the 10th percentile of the pre-EITC Black
income distribution to White incomes at the 10th percentile of the pre-EITCWhite
income distribution (Panel A), the EITC is associated with no substantive reduc-
tion in racial inequality and, if anything, an actual widening of income inequality.
On the other hand, the EITC is consistently associated with reduced Black-White
Figure 1. Trends in lower-tail equivalized after-tax household income inequality, pre- and post-
EITC. Blue bars indicate tax reforms in 1986, 1990, 1993, and 2009.
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inequality at the 25th and 50th percentiles (Panels B and C, respectively). At those
percentiles, the EITC’s racial inequality reduction rises around the implementation of
OBRA 1993. At the 25th percentile, the reduction in racial inequality from the EITC
peaked in 2005 at about 10 percent and then tapered off to about 5 percent in a typ-
ical year thereafter. Black-White inequality reduction from the EITC at the 50th per-
centile of the income distribution is smaller, consistent with the higher incomes
across race at themiddle of the distribution, but we also do not see a diminution over
time like at the 25th percentile, except in the final year of the sample. This reduction
at the 50th percentile is driven by Black-White income level differences that leave a
higher proportion of Black households eligible for the EITC (seeAppendix Figure 2).
The other notable feature in Figure 2 is that at both the 25th and 50th percentiles,
there was a substantial reduction in the Black-White income gap starting in the early
1990s that persisted over time. Because this is observed at the pre-EITC income mea-
sure as well as the post-EITC measure, this suggests that the EITC had a differential
labor-supply response among Black households. We explore this in further detail
in the next section.
Appendix Figure 3 presents racial inequality trends without equivalizing, the ad-

justment used to account for household size and composition. Here we see that the
post-EITC racial inequality gap at the 10th percentile shows evidence of further wid-
ening relative to the equivalized results in Figure 2, and while at the 25th percentile it
continues to have a strong redistributive effect in the decade after the 1993 expansion,
this dissipates more after the Great Recession comparedwith the equivalized results
in Figure 2. On the other hand, at the median of the household income distribution,
we continue to find a robust effect of the EITC in reducing Black-White income gaps
that does not diminish over the 2000s. This suggests that, overall, our results are ro-
bust to equivalization of household income.
Comparing Figure 2 and Appendix Figure 3 raises important issues about family

structure and how the EITC interacts with the family (Curran, 2021). The EITC is
Figure 2. Black-White percentile ratios of equivalized after-tax household income pre- and post-
EITC. Blue bars indicate tax reforms in 1993.
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more generous for households with more children, especially in moving from 0 to
1 child and then from 1 to 2 children. Indeed, on an equivalence-scale basis, the
1993 expansion was disproportionately generous to two-child families compared
with one— 65 percent when it should have been 19 percent higher in equivalence
units (Hoynes, 2014). Prior to 2009, the credit was capped at two or more children,
but then a new range was added for three or more children. This suggests that part
of the redistributive effect of the EITC toward Black households could stem from
differences in the number of qualifying children by race. Appendix Figure 4 pres-
ents the average number of EITC-qualifying children by race (left panel) and by race
and percentile of the equivalized after-tax household income (right panel).7 There we
see that the number of qualifying children in Black families consistently exceeded
that of White families in the 1980s and 1990s, though in a remarkable development,
these trends converged such that by 2015 there was no racial gap in the number of chil-
dren that qualify for the EITC in the bottom half of the income distribution. This
convergence was by way of changes in the Black family more than in the White
family.
IV. LABOR-SUPPLY RESPONSE OF BLACK AND WHITE HOUSEHOLDS
TO THE EITC

Evidence of heterogenous post-EITC racial inequality reduction across the bottom
half of the income distribution suggests that differences in employment levels and
intensities could potentially help to explain some aspects of the patterns we document
in Figure 2. We use two measures to examine labor market outcomes on inequality:
employment and annual hours worked. Employment is measured at any point in time
in the prior year. Annual hours worked is constructed by multiplying weeks worked
by usual hours worked per week in the prior year. Both of these labor-supply mea-
sures alignwith the timing of our incomemeasures.We begin by documenting trends
in employment and hours worked both overall and at percentiles in the bottom half
of the distribution. We then develop a model that attempts to causally identify the ef-
fect of the EITC on employment by racial group and gender.
A. Labor Market Trends

As was the case with the previous overall racial inequality trends, important
patterns emerge as we disaggregate employment across the income distribution in
Panel A of Figure 3. Here we see that Black employment at the 10th and 25th per-
centiles of the income distribution rises by 74 and 30 percent, respectively, between
1995 and 2000. The economic expansion throughout the mid-1990s coincides with
7 We classify households as falling into a five-percentile range around each percentile. For example, the
10th percentile refers to households falling in the 5th–15th percentile range of the pretax income dis-
tribution for that year and race. Similarly, the 25th percentile refers to the 20th–30th percentile range,
and the 50th percentile refers to the 45th–55th percentile range.



Figure 3. Employment rates and annual hours of work by race of household heads at percentile
points of equivalized after-tax household income.
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policy expansions to the EITC and large-scale changes to the design of traditional cash
assistance policy in the United States. The employment trends reveal a potentially im-
portant mechanism through which racial income inequality operates. Employment
levels for Blacks at the 25th percentile of the Black pre-EITC income distribution
lag those of their White counterparts at the 10th percentile of the White pre-EITC
income distribution from 1980 up until 2000, when Black employment (0.573) briefly
overtakes White employment (0.528). This reveals stark differences in extensive-
margin employment across race and income level, which can, in turn, render ineffec-
tive the benefits of a cash transfer conditional on earnings from taxable work partic-
ipation. A similar pattern of racial employment inequality emerges higher up the
distribution, as the employment levels for Blacks at themiddle of the Black pre-EITC
incomedistribution lie below those ofWhites at the 25th percentile of theWhite pre-
EITC income distribution until 1998.
The EITC not only conditions payments on work, but benefits rise with income

up to some threshold before phasing out. The intensive margin of work— howmany
hours people work for pay— potentially drives EITC-induced inequality as well.We
explore racial differences in annual hours worked in Panel B of Figure 3. Black-
White gaps vary across the distribution, and Whites with relatively lower incomes
(10th percentile of the White distribution) report higher hours worked than Blacks
at the 25th percentile of their group’s distribution, through roughly the same after
2000. Of course, this is also a statement on the underlying group-level inequality.
As is demonstrated in Appendix Figure 2, the scale of Black-White inequality is
large enough so that Whites at the 10th percentile of the distribution report mean
equivalized income of $16,720, higher than mean Black income of $16,460 at the
25th percentile.
B. Event Study Analysis

We extend our descriptive findings with a research design that aims to causally iso-
late the effect of the large policy expansion of the EITC in 1993. We focus on the
1993 expansion because this is the period where measurable redistribution toward
Black families emerges in the descriptive inequality figures above. To do so, we ex-
tend the event study model, also referred to as a dynamic difference-in-differences
approach, implemented by Schanzenbach and Strain (2020) by stratifying our re-
sults by race and gender (they focused on women only and not by race).
Specifically, for person i in group j residing in state s at time period t, we estimate

y j
ist 5 o

k≠21

d
j
kYeark5t *kidsist

j
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1 g jkids j
ist 1 X j

istf
j 1 h jUR j

st
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j
ist

� �
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j
t 1 n

j
ist,

(1)

where y takes on a value of 0 or 1 for the extensive-margin employment models
and takes on a continuous value as the natural log of annual hours of work among
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workers. The explanatory variables include the indicator kids for the presence of an
EITC qualifying child; the vector of demographics X includes the person’s age dum-
mied into five-year age bins, their education level (indicators of less than high school,
high school, some college, college or more), and the age of the youngest child (in bins
of ages 0–1, 2–3, 4–6, 7–9, 10–13, 14–17, 18–23); the state unemployment rate
(UR) and its interaction with the indicator for children; and controls for state (l) and
time (p) fixed effects. The state unemployment rate controls for local business cy-
cles and the possible differential response among households with EITC qualifying
children. The state-fixed effects admit permanent differences across states in labor
markets, and the year-fixed effects control for aggregate business-cycle and policy
shocks.
Following Schanzenbach and Strain (2020), we focus on the five tax years before

and after the 1993 EITC expansion, 1989–1998. Thus, the coefficients of interest in
Equation (1) are the dk

j, which reflect the interaction between the year indicator and
that of the presence of qualifying children. We normalize with respect to 1993 since
that is the year the legislation was passed and adjust the year indicators because the
1993 expansion was phased in differentially by number of children.8 Specifically, for
filers with one qualifying child, 92 percent of the expansion took effect in 1994 and
100 percent by 1995, and thus we multiply the 1994 year dummy by 0.92. For filers
with two or more qualifying children, 50 percent of benefits took effect in 1994,
78 percent in 1995, and 100 percent in 1996, and thus we multiply the 1994 and
1995 year dummies by 0.5 and 0.78, respectively. For childless EITC filers, the 1993
law took immediate effect in 1994 and thus there is no adjustment. Identification
of the year-child parameters comes from differential timing and generosity in the
credit expansion across tax units with different numbers of qualifying children. We
view the extensive-margin models as more definitive in identifying a causal effect
of the EITC compared with the hours of work regressions. The reason is that our
hours of work regressions do not account for nonrandom selection into who chooses
to be a worker and who does not, and thus the hours response should be interpreted
as descriptive only.
Figure 4 presents the estimated d j

k coefficients along with 95 percent confidence
intervals based on standard errors clustered by state of residence for the sample of
all men and women ages 25–64 regardless of marital status, both combined and sep-
arately by race (Panel A). We begin with the broadest sample possible because there
are no programmatic restrictions based on marital status and the fact that the EITC
recipient could be a secondary earner in the household. Consistent with Hoynes and
Patel (2018) and Schanzenbach and Strain (2020), we find strong evidence of an em-
ployment response to the 1993 EITC expansions. Panel A of Figure 4 shows that in
the pooled sample (“All”), there is no evidence of any EITC effect in the years be-
fore the 1993 expansion, but then there is a sustained increase starting in 1994 that
8 The Urban Institute Brookings Institution Tax Policy Center provides EITC parameters from 1975 to
2021, at https://www.taxpolicycenter.org/statistics/eitc-parameters.

https://www.taxpolicycenter.org/statistics/eitc-parameters


Figure 4. Event-study estimates of the EITC on employment rates.
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averages about 3 percentage points on a baseline employment rate of 73 percent.
Appendix Table 2 presents the corresponding individual coefficients and standard
errors, along with p-values of the Wald test that the pretrends are jointly equal to
zero and that the posttrends are jointly zero. We cannot reject the former, but we do
reject the latter.
The corresponding estimates for White and Black adults in Panel A of Figure 4

show that the employment response by Blacks is about three times larger than for
Whites on a baseline employment rate that is 10 percentage points lower (64 percent
Black, 74 percent White). We strongly reject the null hypothesis that the White and
Black post-1993 coefficients are the same.9 Although there is some suggestive qual-
itative evidence of possible pretrends amongBlacks, the p-value of 0.12 cannot reject
the null that the pretrends are jointly equal to zero at usual levels of significance.10 In
Panel A of Appendix Figure 5, we restrict the sample to the heads of tax units. While
the magnitude and statistical significance of the post-EITC effects among Blacks are
little changed, the corresponding estimates amongWhite household heads are atten-
uated compared with the sample overall. This suggests that the larger EITC response
among Whites in Panel A of Figure 4 is driven by secondary earners.
In tax year 2017, nearly 60 percent of the EITC payments went to unmarried tax-

payers filing as head of household with one or two dependents (Crandall-Hollick,
Falk, and Boyle, 2021), and based on long-term demographic trends the majority of
these heads of household are women. Thus, in Panels B and C of Figure 4, we first
restrict the sample to women regardless of marital status (Panel B) and then to un-
married women (Panel C). In Panel B, we continue to identify a much more robust
response among Black women that is roughly double that among White women,
with the p-value rejecting equality of the postexpansion coefficients of 0.014. How-
ever, when we restrict further to unmarried women in Panel C of Figure 4, the qual-
itative magnitudes are more similar, with the p-value on the null of equal coefficients
amoremodest 0.06. This is underscored further in Appendix Figure 5whenwe elim-
inate secondary earners in the tax unit and focus on heads of household where we no
longer reject the null of equal post-1993 expansion effects between Black andWhite
women (p-value of 0.3). The implication is that part of the difference we observe in
the redistributive effect of the EITC in Figure 2 is a different labor-supply response
in Black and White households based on family structure.
In Figure 5, we report the results of a similar exercise, but in this case the depen-

dent variable is the natural log of annual hours of work. This transformation permits
us to interpret the Year*kids interaction coefficients as percent changes. As noted
9 This statement is based on a Wald test of structural change. Let bb and bw be the vector of Year*kid
coefficients from the Black andWhite regressions, respectively, and Var(bb),Var(bw) be the correspond-
ing variances. The Wald test is (bb 2 bw)0 ½Var(bb) 1 Var(bw)�21(bb 2 bw) and is distributed asymp-
totically chi-square with degrees of freedom equal to the number of postexpansion coefficients (five
in this case).

10 Schanzenbach and Strain (2020) report similar pretrends around the 1993 reform in their sample of
low-skilled single women and attribute this to the expansion that occurred as part of OBRA 1990.



Figure 5. Event-study estimates of the EITC on annual hours of work.
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above, these intensive-margin regressions do not control for nonrandom selection
into work, the latter of which is determined in part by the EITC. Thus, we refrain from
placing a causal interpretation on the coefficients in the hours regressions. Panel A
of Figure 5 shows that the 1993 EITC expansion was associated with an increase in
annual hours of work among all adults ages 25–64 of about 4 percent (“All”), and
again this increase was about twice as large on average among Black workers rel-
ative toWhite workers. The p-value on the test of equal Black andWhite post-1993
coefficients is 0.04, suggesting this difference was statistically significant. However,
because we find evidence of a sizable pretrend among Black workers at the intensive
margin, we cannot attribute this difference to the 1993 EITC expansion. Even more
than we saw for employment responses in Figure 4, when we restrict the sample to
women (Panel B) and unmarried women (Panel C), we detect fewer differences at
the intensive margin between Black and White women, in part because of a loss of
precision in the point estimates among the sample of Black women.
V. CONCLUSION

Using 40 years of data from the CPS, we document that Black-White income in-
equality is lower in the bottom half of the after-tax income distribution in response
to the increased generosity of the EITC, starting in particular with the 1993 credit
expansion. This redistributive effect of the EITC is heterogeneous across the lower
tail. For households at the 10th percentile of incomes, there is no demonstrated im-
provement in the Black-White income gap from the EITC, but there is notable im-
provement at the 25th and 50th percentiles. Much of this is due to visible racial gaps
in the extensive-margin employment response across race to the 1993 expansion,
which we show is at least twice as large for Blacks compared with Whites. These
results are consistent with analyses that have documented the shift in the safety net
to a more work-based system that provides greater support for the near-poor and less
support for families and households in relatively deep poverty (e.g., Ben-Shalom,
Moffitt, and Scholz, 2012; Shaefer, Edin, and Talbert, 2015; Hardy, Smeeding, and
Ziliak, 2018).
To put these results into a broader policy context, it is worthwhile noting that,

although the credit supplements after-tax incomes for many families— depending
on where they reside— by as much as $6,000 or more, it is also the case that work
participation and tax filing operate as preconditions of receipt. Black Americans face
a range of historical and current-day structural barriers to work and economic op-
portunity, including diminished labor market networks, explicit racial discrimina-
tion, and higher rates of incarceration — which in turn can exacerbate the barriers
they face in the labor market (Western and Pettit, 2010). Racial differences in take-up
of the EITC are relatively understudied, and Black-White employment gaps likely
understate the problem. For example, recent work by Anderson (2021) documents
that families with children who were eligible “non-filers” were more likely to reside
in low-income, majority-minority zip codes. Socioeconomically disadvantaged groups
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may be less likely to file taxes for several reasons, including the fact that many low-
income filers may believe that, due to having no liability, there is no need to file.
Local nonprofits, including tax clinics housed within law schools, have conducted
EITC outreach for decades, with the goal of boosting participation in the program.
Recent work by Brown (2021) and Gale (2021) have documented the connection of
many of these issues to the ways in which tax policy— both intentional and unin-
tentional — potentially contributes to racial economic inequality.
As a result of these long-standing factors, Black families typically have lower levels

of savings to cushion the blow from employment disruptions or unanticipated ex-
penses. The absence of this private insurance against joblessness and low earnings
leaves income support as an important, last-resort intervention to counteract the most
extreme consequences of economic insecurity and poverty (Hardy, Smeeding, and
Ziliak, 2018). This system of programs and policies has increasingly emphasized
work supports and transfers conditional on work participation. For Black-White in-
equality, the results are decidedly mixed. The EITC unambiguously incentivizes work
and supplements earnings for workers with lower wages — including those of many
Black families. Still, for a subset of Blacks and others with high earnings volatility
and associated barriers to stable work participation, the EITC appears to be limited
as a viable income support alternative. Targeted expansions of the EITC that sup-
plement very low earnings (e.g., Burman, 2020) — as well as policies not condi-
tioned on work participation, such as the recently enacted child allowances within
the American Rescue Plan — are required to assist families below poverty at the
very lowest end of the income distribution.
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