
TA X  &  B U D G E T  •  F A C T  S H E E T

11 Dupont Circle NW, Suite 800, Washington, DC 20036  |  202.588.5180   Fax 202.588.5185  |  www.nwlc.org

TAX & BUDGET
Closing the Gap in the EITC Would Benefit 6.1 Million 

Working Women at All Stages of Their Lives

President Obama’s Proposal to  
Close the Gap in the EITC

President Obama’s proposed improvements in the EITC 
for childless workers would:

•	 	double	the	current	maximum	credit	(to	about	$1,000	in	
tax	year	2016);	

•	 	increase	the	amount	of	income	that	tax	filers	can	
earn	and	remain	eligible	for	the	credit	(from	less	than	
$15,000	to	over	$18,000	for	a	single	tax	filer);	and		

•	 	expand	the	age	range	of	workers	who	are	eligible	for	
the	credit,	from	25-64	to	21-66.		

Source:	U.S.	Dep’t	of	Treasury,	General	Explanations	of	the	Administration’s	
FY	2016	Revenue	Proposals,	at	147-148	(Feb.	2015)	available at http://
www.treasury.gov/resource-center/tax-policy/Documents/General-Expla-
nations-FY2016.pdf	and	and	Internal	Revenue	Service,	2015	EITC	Income	
Limits,	Maximum	Credit	Amounts	and	Tax	Law	Updates,	available at 
http://www.irs.gov/Credits-&-Deductions/Individuals/Earned-Income-Tax-
Credit/EITC-Income-Limits-Maximum-Credit-Amounts-Next-Year.	

The	federal	Earned	Income	Tax	Credit	(EITC)	encourages	
and	rewards	work	by	boosting	the	wages	of	low-wage	
workers,	lifting	the	incomes	of	millions	of	families	
above	the	poverty	line	every	year.1 Considerable  
research demonstrates the EITC’s effectiveness at  
encouraging	work,	especially	among	low-income	single	
mothers,	and	reducing	poverty	among	families	with	
children.2 The boost the EITC provides families with  
children—about	$3,000	on	average3—helps families 
meet	their	basic	needs,	pay	for	transportation	and	
child	care	so	they	can	get	to	work,	and	provides	lasting	
health,	education,	and	employment	benefits	to	 
children.4

In	contrast,	the	EITC	provides	little	or	no	help	to	low-
wage	workers	without	qualifying	children	(including	
workers	without	children,	non-custodial	parents,	and	
parents	whose	children	are	beyond	the	age	limit).	The	
“childless worker EITC”—does not provide a  
meaningful	work	incentive	or	poverty-reducing	benefit.		
The	average	EITC	benefit	for	an	individual	or	couple	
without	children	in	2012	was	just	$277.5	For	2015,	it	is	
worth	a	maximum	of	about	$500	and	begins	to	phase	
out	when	incomes	are	still	below	poverty.	As	a	result,	
the	federal	tax	system	actually	pushes	this	group	of	
workers	into,	or	deeper	into,	poverty.
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Who Would Benefit from  
Closing the Gap in the EITC?

The	President’s	proposal	would	benefit:

•	 	13.5	million	low-income	workers,	including	7.7	million	
workers	whose	EITC	would	increase,	5.8	million	newly	
eligible	workers,	and	2.2	million	with	incomes	above	
the	current	cutoffs.	

•	 	6.1	million	women,	44	percent	of	whom	are	women	of	
color.		

•	 	3.3	million	adults	age	21-24,	nearly	half	(45	percent)	of	
whom	are	women.

•	 	300,000	workers	age	65	or	66,	two-thirds	of	whom	are	
women.

•	 	1.3	million	individuals	with	disabilities,	over	half	(54	
percent)	of	whom	are	women.	

•	 	500,000	people	who	would	be	lifted	above	the	poverty	
line	and	10	million	people	whose	depth	of	poverty	
would	be	reduced.

Source:	Executive	Office	of	the	President	and	the	U.S.	Treasury	 
Department,	The	President’s	Proposal	to	Expand	the	Earned	Income	Tax	
Credit,	(Mar.	2013)	available at http://www.whitehouse.gov/sites/default/
files/docs/eitc_report.pdf	and	unpublished	CEA	estimates	based	on	 
Current	Population	Survey,	on	file	with	the	National	Women’s	Law	Center.

Closing the gap in the EITC for childless workers would 
increase economic security for working women at all 
stages of their lives.  
 
Closing the gap in the EITC for childless workers would 
provide	increased	work	incentive	for	young	men,	whose	
participation	in	the	labor	force	has	been	declining.6 But it 
would	also	provide	substantial	benefits	for	women. 
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•	 	Women	account	for	two-thirds	of	low-wage	workers.8

•	 	Women	are	disproportionately	represented	in	those	low-wage	jobs	at	all	life	
stages.9

•	 	Women	working	full	time	in	the	low-wage	occupations	are	typically	paid	only	
85	cents	for	every	dollar	their	male	counterparts	are	paid.10   

•	 	Low-wage	jobs	are	less	likely	to	provide	steady	employment.11	In	2014,	 
workers	in	low-wage	occupations	were	more	than	twice	as	likely	to	be	 
working	part-time	involuntarily	as	those	in	the	overall	workforce.12   

Maria is a 28-year-old woman 
who works 35 hours a week 
at minimum wage cleaning 
office buildings.  

She	earns	$12,700,	close	to	
the	poverty	line	for	a	single	
adult	in	2015.		Under	current	
law,	she	would	receive	an	EITC	
of	about	$160;	under	the	 
President’s	proposal,	she	
would receive an EITC of 
about	$820.	

Nicole is a 21-year-old  
college senior who works 20 
hours a week as a cashier at 
a local grocery store to  
support herself while she 
earns her degree.

She	makes	$9,170	a	year.		 
Under current law she would 
be	too	young	to	receive	the	
EITC	for	childless	workers.		
Under President Obama’s 
proposal,	she	would	receive	
an	EITC	of	about	$1,000.	

•	 	Young	women	already	experience	a	wage	gap	in	their	early	20s	–	women	
age	21	through	24	working	full	time,	year	round	are	typically	paid	only	96	
percent	of	what	their	male	counterparts	are	paid.13	They	are	also	more	likely	
to	be	poor	than	their	male	counterparts:		22.3	percent	of	women	age	21-24	
are	poor,	compared	to	17.5	percent	of	men.14

•	 	Because	of	women’s	lower	pay,	although	women	and	men	typically	borrow	
the	same	amount	for	college,	the	repayment	of	that	loan	represents	a	larger	
monthly	expense	for	women	than	it	does	for	men,	according	to	a	recent	
AAUW	study.15

•	 	Pell	Grants	provide	federal	financial	assistance	for	lower-income	students,	
62	percent	of	whom	are	women	and	59	percent	of	whom	are	financially	
independent.16	However,	because	of	the	escalating	cost	of	higher	education,	
these	grants	now	cover	less	than	a	third	of	the	cost	of	four-year	college	
per	recipient.17	While	Pell	Grant	recipients	are	more	likely	than	other	lower-
income	students	to	stay	enrolled	and	earn	a	degree,18	many	still	drop	out	of	
school	before	obtaining	a	degree.19

•	 	Extending	the	EITC	to	younger	childless	workers	would	help	more	low- 
income	women,	including	both	full-	and	part-time	students	who	are	 
supporting	themselves	while	juggling	the	demands	of	work	and	school.

Women working in low-wage jobs would benefit.

1.5 million young women, including women entering the labor force and students working 
to support themselves, would benefit.

The	President’s	proposal	would	benefit	6.1	million	working	women7,	including	women	in	low-wage	jobs,	where	women	
are	a	large	majority	of	workers;	young	women	who	already	experience	a	wage	gap	and	are	burdened	by	student	debt;	
mothers	whose	children	have	left	home	who	are	economically	disadvantaged	by	caregiving;	and	older	women	who	
need	to	increase	income	before	retirement.
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•	 	Women	make	up	over	half	of	poor	adults	ages	50	through	66,	and	over	
23	percent	of	unmarried	women	ages	50	to	66	are	poor.26	Nearly	half	(47	
percent)	of	poor	women	ages	50	to	66	are	women	of	color,	though	they	
comprise	less	than	one-third	(29	percent)	of	the	women	in	this	age	group	
overall.27	An	expanded	EITC	would	boost	their	income.

•	 	By	encouraging	employment	among	older	women,	the	proposal	could	
increase	women’s	Social	Security	retirement	benefits.	First,	it	could	enable	
them	to	wait	until	their	Full	Retirement	Age	to	claim	Social	Security	 
benefits,	and	avoid	a	benefit	reduction.28	Second,	by	staying	in	the	 
workforce,	they	could	increase	their	work	history	and	wages	on	which	
Social	Security	benefits	are	based.	Social	Security	benefits	are	critical	to	
lowering	women’s	poverty	in	old	age.29

•	 	The	increased	refund	from	an	expanded	EITC	could	enable	older	 
working	women	to	add	to	their	retirement	savings,	supplementing	their	
Social	Security	benefits	after	they	retire.

Methodology note: 
Examples	of	EITC	earned	by	individuals	are	NWLC	calculations	based	on	EITC	parameters	outlined	in	Executive	Office	of	the	
President	and	the	U.S.	Treasury	Department,	The	President’s	Proposal	to	Expand	the	Earned	Income	Tax	Credit,	(Mar.	2014)	
available at http://www.whitehouse.gov/sites/default/files/docs/eitc_report.pdf.	Median	earnings	figures	for	cashiers	and	home	
health	aides	come	from	the	Bureau	of	Labor	Statistics,	Occupational	Employment	and	Wage	Estimates	(May	2014),	available at 
http://www.bls.gov/oes/current/oes_nat.htm.	Annual	earnings	are	for	50	weeks	per	year.

Wanda is a 65-year-old 
woman who returned to 
work in her 40s after  
raising two children.  She 
now works 20 hours a week 
as a home-health aide and 
cares for her 87-year-old 
mother.  

She	earns	$10,280	per	year.		
Under	current	law,	she	would	
be too old to receive the EITC 
for	childless	workers.	Under	
the	President’s	proposal,	her	
EITC	would	be	about	$1,000.

•	 	In	large	part	due	to	the	recent	recession,	many	parents	are	still	providing	financial	support	for	their	adult	 
children.		Unemployment	among	20-34-year-olds	is	currently	6.9	percent,24	and	more	than	half	of	young	adults	
live	with	their	parents.25	An	expanded	EITC	could	help	adult	children	with	low	earnings	and	low-income	parents	
who	are	contributing	to	their	support,	but	are	no	longer	able	to	claim	them	as	dependents	on	their	tax	return.	

Women who are economically disadvantaged by caregiving would benefit.

•	 	The	“motherhood	penalty”	is	estimated	to	reduce	earnings	by	up	to	15	percent	per	child	for	low-wage	working	
mothers,20	and	persists	as	children	age.21	An	expanded	EITC	for	workers	without	qualifying	children	would	help	
mothers	whose	earning	capacity	has	been	reduced	by	years	of	childrearing,	after	their	children	have	left	home.

•	 	Overall,	60	percent	of	those	caring	for	sick,	elderly	or	disabled	family	members	are	women.22	Many	working	 
caregivers	have	lost	income	because	of	their	caregiving	responsibilities;23	an	expanded	EITC	could	compensate	
for	lower	earnings.	

Women account for two-thirds of the older workers who would benefit.
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