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Obligating Dads: Getting Low-Income Noncustodial Fathers to Do More for Their 

Children Under Welfare Reform 


by Elaine Sorensen 

In 1996, Congress fundamentally changed government's support system for needy 

families. The most sweeping changes rcplaced entitlements for families with depcndent children 

. with block grants to states and set time limits On how long a family can draw welfare. These 

changes make private sources of income, such as child support, even more important to low-

income families. 

The new law (the Personal Responsibility and Work Opportunity Reconciliation Act of 

1996, or PRWORA) also revamped the child support system. It gave enforcement agencies more· 

power to establish patemity and collect support, at the sanle time sanctioning welfare mothers 

who refuse to help in this process. It called for the creation of new national databases on court 

orders for child support and on new hires-boons to administrative efficiency in finding. 

neglectful fathers. It clarified some other interstate jurisdictional issue~ Ibat had made tracking 

"deadbeat" dads hard and gave states the authority to revoke offenders' professional and 

recreational licenses. 

These and other changes ushered in two years ago are expected to extract more child 

support from poor fathers. But the new law may have unintended consequences. Incentives to 

pay child support to children on welfare have declined and punitive measures toward fathers have 

increased. These changes may end up driving poor falhers farther away from the formal child 

support system and their children. 
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Profile of Low-Income Noncustodial Fathers 

In 1990, 3 million noncustodial fathers met the gross income srandard for food stamp 

eligibility. (In other words, th.eir family income after paying child support fell below 130 percent 

of the poverty line for two consecutive months in 1990.) That same year, 3.2 million custodial 

mothers were poor (meaning their family incomes fell below the poverty threshold). The 

similarity in the absolute size ofthese two populations suggests that fathers of poor children arc 

low-mcome themselves. Demographic similarities add further evidene,? of a link between these 

two populations. Most low-income noncustodial fathers and poor custodial mothers are in their 

twenties and early thirties, nearly half are high school drop-ours, and around 40 percent are 

African-American. 

Nearly all low-income noncustodial fathers worked or looked for work in 1990, hut only 

a quarter of theID; worked full-time, year-round that year. Their annual personal income averaged 

$6,989, which was only slightly higher than the poverty thresholdfor a single person that same 

year ($6,800). Despite their low incomes, relatively few received public assistance (28 percent 

received food stamps), and fewer have ever received means-tested employment-related services. 

One-third of these fathers reported paying child support. 

Negative Aspects of the Current System 
\ 

The current child support system provides little, if any, incentive for welfare families to 

participate in the formal child support system and it has many punitive measures that 

disproportionately affect low-income noncustodial fathers. 
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#1 Rescinding the $50 Pass-Through 

Historically. when noncustodial parents made child support payments on behalfof 

children on welfare, the entire amount went to the government to offset the cost of providing 

welfare. Thus, noncustodial parents' financial contributions did not directly benefit their 

children. Not surprisingly, custodial and noncustodial parents attempted to avoid the formal 

child support system as much as possible. since it did not directly benefit their children. 

In 1984, the federal government decided to create a financial connection between 

noncustodial parents and their children on welfare by requiring states to pass through up to 

$SO/month of child support to the welfare family. The costs of this provision were split between 

the federal and state governments. This policy was rescinded in 1996; states are no longer 

required to pass through to welfare families any child support paid on their behalf. They now 

have the option to pass through some, none, or all of the child support paid on behalf of a family, 

but at the state's expense. As ofDecember 1998,20 states had retained some form ofpass­

through while 30 had abandoned it altogether. TIllS rcfoml has clearly broken the financial link 

between noncustodial fathers and their children on welfare. Once again" noncustpdial parents of 

welfare children have no financial incentive to pay child support in most states. 

• Punitive Measures that Disproportumately Affect Low-Income Fathers 

Before the 1996 child support refonns, child support rates were already exceedingly high 

for low-income noncustodial fathers. Many low-income fathers pay more than half of their 

income in child support. This occurs, in part, because child support guid.~1ines tend to be 

regressive: low-income noncustodial fathers must pay a larger share of their income toward child 

support than higher-income fathers do. Adding to this regressivity is the practice of issuing 
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default orders and retroactive orders that outstrip a father's ability to pay child support. 

Default orders arc issued if a fath.er does not appear in court. Since he does not show up 

to indicate his actual income, the court bases his child support award on imputed income. States 

typically a<;sume, at a minimum, that a father can work a full':'time minimum wage job. A father 

can always come forward with accurate information about his income and ask that his award be 

modified, but any amount accrued must be paid even though the order does not reflect his ability 

to pay. Default orders are necessary because some dads deHberately miss their court data, but 

default orders that overstate a tather's ability to pay do not help these men--or their children. 

Many states set awards for unmarried parents back to the datc of the birth of the child 

even if no action was taken to establish patcmity until much later. 1bese awards rarely consider 

how much the noncustodial father earned prior to the patemity demonstration or whether the 

father lived with the child or informally contributed to the child's well-being. Instead, courts 

tend to rely on imputed incomes that are greater than the actual incomes of these fathers. 

Current Opportunities 

Several provisions of the 1996 welfare reform law provide opportunities to increase the 

earnings of low-income noncustodial fathers and their involvement with their children. The 1996 

welfare reform law mandates employment-related services to unemployed noncustodial parents 

with children on welfare, and allows states to use their welfare block grants to pay for such 

services. The Balanced Budget Act of 1997 provided additional funding "for employment-related 

services for noncustodial parents. Welfare reform also established new block grants to states to 

give noncustodial fathers easier access to their children. 

4 




P.06 ___FEB-I0-99 WED 22:1U URBAN INSTITUTE / IBP FAX NO. 8334388 

• Work Activities/or Delinquent Child Supporters 

Just as state and federal governIIl(;!nts provide employment-related services to custodia] 

mothers on welfare to help them become self-sufficient, so public policies should offer similar 

assistance to poor noncustodial fathers so that they can meet their child-support obligations. 

Prior to welfare reform, courts in nearly every state could order delinquent parents to seek work 

if they reported unemployment as the reason for not paying child support, hut the courts had no 

way to verify compliance with this order and no authority to order mor~: comprehensive 

employment services for noncustodial parents. In 1996, welfare reform att(;!mpted'to solve this 

problem by requiring states to have procedures in place that allow courts to order noncustodial 

parents into work activities available to welfare recipients if they are behind in their child 

suppon, have children receiving welfare, and claim to be unemployed. The federal government 

will need to determine whether states have adopted this mandate; anecdl:ltal evidence suggests 

that relatively few states have. 

• Usillg TANF dollars/or Noncustodial Fatflers 

According to the preamble to the proposed federal regulations for the new welfare 

program, (Temporary Assistance [or Needy Families, or T ANF), states may use their welfare 

blockgrant funds or t,heir maintenance ofeffort (MOE) money to provide employment-related 

services to noncustodial parents who have children on welfare. This is because Congress did not 

delineate a specific definition of family for the new welfare program, leaving it up to states to 

define what a "family" is. Thus, states are free to include noncustodial parents ofTANF children 

as members of the TANF family, Moreover, if states choose to include noncustodial parents in 
k 

the T ANF family, these families will still be considered one-parent famil.ies for the purposes of 
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the TANF work participation requirements. 

• Welfare-to-Work Grants 

Under the Balanced Budget Act of 1997, the Department of Labor must allocate $3 

billion in welfare-to-work grants to states and local conununities to create additional job 

opportunities for the hardest-to-employ welfare recipients. Custodial parents are expected to 

benefit most from the~e funds, but the &rrants can also serve noncustodial parents if their children 

also have a custodial parent who qualifies for the progr.nn. Many states have said that they plan 

to serve eligible noncustodial parents with these funds. 

" Visitation andAccess Grants 

Under welfare refonn, Congress authorii'..ed $10 million to states for programs that make 

it easier for noncustodial parents to see their children. Most states arc using these funds to 

augment or introduce mediation services, parent education, or visitation enforcement, delivered 

through their court system. A few states, however, are using nonprofit agencies to serve families 

outside of the court system in an effort to better serve unwed families who often are not yet 

involved with the courts. 

• Federal Waivers and Demonstration Grants 

The Administration for Children and Families (ACF) of the Dep:trtment of Health and 

Human Services has begun issuing waivers and demonstration grants to states so that they may 

use child support enforcement dollars to pay for services that enable low-income noncustodial 

parents to be financially and emotionally connected to their children. In 1997, eight states 

received demonstration grants Or waivers from ACF to test comprehensive approaches to 

encourage responsible fatherhood among low-income noncustodial fathers. Another 10 states, 
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working with the National Center for Strategic Nonprofit Planning and Community Leadership, 

have recently submitted waiver applications to ACF to provide enahling services to low-income 

fathers as part of the Partners for Fragile Families Demonstration. 

Finishing the Job 

Besides seizing the opportunities implicit in the 1996 welfare refonn law and the 1997 

Balanced Budget Act, Congress needs to consider three other initiatives that together would give· 

low-income noncustodial fathers a better shot at employment and financial responsibility for their 

children . 

. Establish a Funding Stream to Pay for Enabling Services to Low-Income Noncustodial 

Fathers 

Low-income noncustodial fathers need enabling services to meet their financial 

obligation to their children, yet at this point there is no funding stream established to provide 

these services. Although states may use their T A.NF or welfare-to-work dollars on this 

population, there is no directive to do so. Many states currently have a budget surplus in these 

programs and are utilizing it, in part, to provide services to low-income fathers. But this surplus 

will eventually disappear and the funding stream for services to low-income noncustodial fathers 

has not been secured. 

One way to fmance these services is to establish a new block grant to states. The Fathers 

Count Act of 1998, a bill introduced by Representative Shaw (R-FL) in the 104th Congress did 

just that, but it died before coming to a vote. President Clinton has proposed adding another $1 

billion to the welfare-to-work program and would require all states to Us(~ 20 percent of this 

funding on low-income noncm:;todiaI fathers. Either approach will ensur,:: that services are 
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provided to low·income dads. 

" Create Incentives to Pay Child Support 

As explained above, noncustodial fathers with children on welfare have virtually no 

incentive to pay child support. An alternative approach would be to allow welfare families to 

keep all of the child support paid on their behalf and disregard that amount in detennining 

welfare benefits. which is clUTently being implemented by Wisconsin. Senator Kohl introduced 

legislation in the 104th Congress that would require all states to follow Wisconsin's lead and 

plans to introduce sinlilar legislation tllis year. This approach would substantially increase the 

amount of child support dollars going to welfare children. 

Our current tax system provides no incentives to pay child support, even though it 

provides substantial tax relief to parents who reside with their children. The Earned Income Tax 

Credit is a case in point. In 1996, low-income working custodial parents could qualify for up to 

$3,556in·tax credits, but low-income working noncustodial p<"rents who paid their child support 

could qualify for only $323 in tax credits that year. An alternative approach would be to extend 

the Earned Income Tax Credit to low-income noncustodial fathers who pay their child support. 

" Revamp Child Support Enforcement Policies 

Lawmakers need to reassess whether current child support enforcement policies treat low­

income noncustodial fathers fairly. Current state guidelines, coupled with practices regarding 

default and retroactive orders, make child support orders quite regressivt!, requiring low-income 

noncustodial fathers to pay a considerably higher percentage of their income in child support tllan 

higher-income fathers. 

As more children leave the welfare rolls, support from noncustodial fathers will become 
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more meaningful to them. The incentive for fathers to pay child support will also increase once 

they realize that a higher share oftheir contributions are reaching their children. Nonetheless, 

this enhanced incentive to pay child support will not yield greater use of the fonnal child support 

system unless adjustments are made to draw in more low-income noncustodial fathers. 

Capitalizing on these Opportunities 

It is time to recognize that noncustodial fathers are a diverse population of individuals, 

some of whom can't afford to pay much child support. For: this group, insisting upon high levels 

ofchild support without providing economic incentives and enabling services won't help them or 

their children. What is needed are reforms that improve the capacity and motivation of low­

income noncustodial fathers to do right by their children. 

About the Author 

Elaine Sorensen is a principal research associate in the Urban Institute's Income and Benefits 

Policy Center. Her research focuses on child support and noncustodial fath.ers. 
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LOW-IN'COME FAMILIES AND 
THE MARRIAGE TAX 

Laura Wheaton 

Pron1ming marriage was one of the ptinury 
g()al~ of the [\:rs(lI1;l1 Re~p()nsihilit'y ;lnd Work 
Opportunity Reconciliation Act of 1996- Bur tor 
mOM tWo-C;lrncr coupiL-s, the tax system do.,;:; not 
support 'Chis goal. A couple with tWO children omd 
S II ,000 in t:amings cn.ch loses S 1,491 in annual 
aftcr-t:1X income simplv by \irtuc of marriage. 
\ hrri~\!!e JX'nalties ;m: hig.hc~t .\.~ .1 l'lCr":"l1rJ~\: of 
im:nme t(}r low-income couplc.s, who arc also 
PCn:llilCd by (he phaseout of stich tr.lnsfcr pro­
grams as tlxxi sramps omd Medicaid. Pell:lltics from 
the tax system and penalties from the transfer sys­
tem combine to eost [ow·incqmc married couples 
as much as 30 percent: of their income. 

Current interest in reducing marri:lge penalties 
in the tax code provides Congress with an oppor­
tunity to sUbstantiJ.lly reduce the t:lX price of m:lr' 
riage tor many low- and middle-income £unities, 
hut only if the propos.ils arc designed with the:;e 
tamilies in mind. Of the marriage pen::dt)' propos­
als recently con.\idercd, some would do lirde for . 
lower-incol)1<; f.unilics bcClUSC they do not address 
the penalties arising from the phnseout of the 
E.1I'ned Income Ta."I: Credit (EITC)-a rct1.mdablc 
credit that subsidizes low-income t~,milicS' cum­
ings. Others targL't low- to middle-incomt; couples 
but arc not efficient--providing equ:ll amount.<; of 
tax rdicf to couples n.:gardlc.ss of whether d1ey pay 
a marriage penalty or receive a marriage subsidy. 

This brief addresses tile t()lIuwing questions: 

• Jusr how .Ire dual-carner, low·income 
<.:ouplcs penalized under the Cllrrt~m tax system? 

• What arc the pros and cons of the: current 
congressional propOs:llS to remedy the marri:lge 
penalty problem? 

• What strategy would go further than dl~ 
proposals in reducing marriage penalties for low­
income families? 

URBAN INSTITUTE 


Who Is Affected and How? 
Not all married I;()uplcs are subject to map 

rialrc pt:'7'It'lilifJ. Slighdy o\'er haff p:ly ItJJI1tl' t:n:es :lS 

. :l result of marriage. These couples n:~t.:ive mar­
ri4ge subsidies under the t:lX system, In general, 
cOtlpk-s in which oncspousc earns all or most of 
the iIKome recei\'c marriage subsidics, whik those 
wirh two similar income.: carnctli p;ly m;.mi'lgc 
penalties. This pattern of subsidies and penalties is 
the nantraJ out'OtnC ofa tax sysrcm that is hod) 
progressive ;'lod based on fumily r.1thcr than indi· 
vidual income. 

Crtrrcnr interer& in rtdttcinll marria..qc penalties 
in the tax code prm'ides Congress lvith an oppor­
tunity to substantially reduce the tax price of 
mamage for WJ.I,f.ny Will- and middle-income 
families) but ()n(\' if the proposals are dcstlJ1'lcd 
with these families in mind. 

In 1996, the income taX ~stem created $32.9 
billion in marrin.gc subsidies and 528.8 billion in 
marri~gc penaltk.'S. Over halfof married couples 
received marriage subsidies, 42 percent incurred 
mani~se penalties. and 6 percent were unaffected, 
according to '[he C(>ngressional Budger Office 
(CRO). The new ,:hild credit cn:u::ttd in 1997 will 
reduce marriage: penalties, but if the number of 
two-cumc:r couples continues to gn:)W, more cou­
ples will face pcnab:s in (he furure. 

Higher-income: couples receive most of the 
subsidies and pay most of the: penalties_ These cou­
ples pay a disproportionate: share of penalties 
because they an: mon:: likely than lower-income 
couples to have :a p:nalty, and their average penal­
ties are higher. As shown in figure 1 (top panel), 
average penalties in 1996 ranged from $770 for 
couples -..vith less than $20,000 ofincome to 
$2,640 tor couples with more than 5100,000. 

The Marriage Tax • 
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FIGURE 1 

Average Marriage Penalty by Income Class, 

Projected 1996 <In Dollars and AS Percentage 
of Adjusted Gross Income) 

Average Penalty (In Dollars) 
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Source: Congressional Budget Office, 1997. 

Higbcr-income couples are more 
likely to pay penalties bccaUSI:; they 
are marc likely to have two camers; 
singlc-carner couples incur no mar­
riage penaltie.~. 

However, even though low­
income couples pay the smallest 
.unoun~ in tax penalties and are the 
lease likely to be penali7..cd by the 
tax system; th~ who are penaliz;cd 
pay the highest share of their 
income on penalties (figure 1, bot­

couples with less than S20,000. but 
only 1.4 percent of the income of 
couples with more than SIOO,OOO, 
Undt:r cctttin conditions, marriage 
penalties <.An be much higher fi)r 
!.Wo-carner, low-income couples-­
more man one-fourth ofearnings if 
each spouse has L'WO dnldrc:n ::lnd 
earns 511,610. 

Marriage penaltics and subsi­
dies vary depcndingon how the 
couple's income is divided between 

low· and middle-income couples 
widl lWO children, under various 
assumptions about me wife's 
ineorn4; as a percentage of the cou­
ple's income. The: table ilSSumC5 
that if the "ouple were nor married, 
the children would live with their 
mothr;:f, who would fiJe a head-ot: 
household rerum. 

Several fuctOl'S comribut<.: to 

subsidies and penalties at the 
incom<; levels shown here. lfthe 
wife does not C:l.rn I:nOUgh to take 
full advantage ofexemptions-me 
head-of-household deduction, th...: 
ehild credit, and the EITC-rnar­
riagc reduCC$ ta,XL"S J.S the \\;tc)s 
unused tax benefits are applied to 
the hU'iband's I!alllings. Blit couples 
with two C31ncrs may be pen3.lized 
becaus:: the standard dcducrion J.nd 
tax brnckct.S for joint fflcrs arc lcss 
than the sum of thos<: for a single 
and head-of-household filer and 
becaus.= combining rW"0 incomes 

often reduces the EIre. 


The intemction ofdlcse various 
fucrors explains the partem of subsi­
rues and pcnaltk'S in table L As 
seen by the substantial marriage 
bonll5t:5 in the first column, :lingle 
men marrying nonworking women 
with childrcn gain from dleir wives' 
unused tax benefits, garnering mM­
riage subsidies ranging from abou{ 
9 percent to over 40 percent:, 
depending on income. But a two­
earner couple in which each spouse 
earns $15,000 is hardest hit, paying 
a penalty equal to S.8 percent of 
their income-mosdy from the: 

phaseout of the EITC. 


Alternative assumptions about 
family charactcri$tics and t;LX filing 
status <in lhc abSCIl(C of m:lllilg<-: 
would yield different results, 
Penalties would tend to be greater 
(and subsidies smaller) if (as eRO 
assumes) each parent would claim 
one child as a dependent and file. 
as head of household. Marriagt; 
pcnalriesand subsidies would tend 

tom panel). Marriage: penalties aver­ the: husband and wife. Table 1 to be: smaller if the: alternative to 
age: 7.6 percent of the income of shows penalrits and Sllbsidies for marriage is cohabirarion and the: 

< .-1I 
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man (if not acmally the tather) 
raises the children as his o\m. 
Some tax analysts would omit 
head-of-household filing SUNS 

and the £ITC trom the marriage 
penalty cakubrion, arguing that 
thesc are subsidies, nOt taxes. 
Doing so would sigrlificamly lower 
subsidy :md pcn>llty estimates at 
the!'.c kvds. 

Low..ilncome Families 
and the ElTe 

Most of thc marriage penalties 
and bonuscs t()r low-incomc f-m1ilics 
origin:ltc ,'lith the EITe. 'nle 
EIre is 11 rcfund.::lblc credit thac first 
reduces:l 6.mily's income t:lX (if :l.ny) 
to zero. Any remaining EITC is 
[hen p:Lid ro the f.,milv. The :lm()ltnt 

ofthe EITC dt.'PCnds 'on the furi1ily'~ 
<.'aITlcd inL-orne, adjusted gross 
income (AGI), and numocr ofchil­
dren. In 1997, a tlmily with [WO 

ci1ildrcn and income lip to 

S9J4U-rhc pna:.;c-in rangc ofrhc 
ucdit-reccived 40 (t.'O[5 in F.ITC 
payments fi,r ,-"Very dQUar Cll'ncd. 
Those with income between 59,140 . 

'. and $11 ,93Q-rhe flat range ofthe 
credit-received the maximum cred­
if of $3,656. For dlose earning 
berween S11 ,930 and $29;!90-thc 
pt13SCOllt range of the credit-the 
EITC was reduced by 21 cenU for 
<''':leh additional dollar ofincomc:, 
until reaching zero Jot 529,290. 

When ~ low-wage working man 
m:lmes a nonworking woman with 
children, the couple recciv~s a sub­
stantial EITC bonus, as much as 
S3,656 in 1997 it'the man earned 
hi.~(wccn S9-140 3.nd Sl 1.930 and 
lle coupic had no other income. 
Slit if the woman works and has 
lnc()me in the flat or phaseout rapgc 
of the credit, gccring married 
reduces or eliminates the EITC, 

Table 2 shows the marriage 
penalty for a marricd couple: with 
tWQ childn::n :md rumuaJ e;trnings of 
S 1 I ,000 cach~lightly more than 

UKtlAN 1NST nUlE I ll::l P FAX NO, 8334388 p, 13 

",tnc would be earned by a mini- . 51,491 or 6.8 percent ()fthc cou­
mum-wage worker working full­ ple'5 combinoi incomes. 
rime tor a full year. Ta.'\cs are calcu­ The coupIt:'s marriage penalty 
btcd,scpru::ltdy torthc husband and aris::s from the phas<;out of the 
wife 3$ if they were not married. 1be EITC At S 11,000 of income, the 
children are assumed ro live with the wife n:ccivcs me maximum credit tor 
\vitc, who .would file as head of tWO childre:n-S3.656. But;J.c 
household. Subtr.lcting the sum of 522,000 ofmcomc:, the couple is 
the husband's and wife's separate well into me phaseollt range of the 
t:!.xcs from the couple's joint tax Ene and is digible for a credit of 
yields the marriagc penalty of only $1,535, which is 52,121 less 

TABLE 
Marriage Penalties and Subsidies as a Percentage of Couple's Income, 

by Percentage of Income I~med by Wife 
(Assumes two Children. fully phased-in 1997 tax law, $500 child credil) 

Couple's Percentage of Couple's Income Earned by Wife 
..JllC'?.!:n.e_. ___ .~ 25% JQO% 

• $10.000... _.11-:+%._.__25.9% ._ .. 

Nolc; Sh<uied ccll~ repreliCnt marriage penahies. uruJladed cc:U~ repte5!::nt marriage ~ubsidies. 
T;!blll assumes Ina! if the couple were not married the children would live with their mother. 
who W(lulJ claim thcll'l as depcndertls and filll a head-of-I\ousehold retum. and that the father 
would. file a single return. Taxpayen; iIIC assumed to !a"ke the Sl.lIndard deduction. 
So/uct." Urban Instinue•.1998. 

TABLE' 

Marriage Penalty for a f...ow.lncome, 

Dual-Earner Conple with Two Children 
(Assumes 1997 tax law with $500 child credit) 

Husband._ Wife _ 

~rningli $11.009 ~_$,-,t-,-,I.__OQ.Q. $22,000 
Less ~x..emptions .'. 2.650. 1,950 .10,600 

~!..stan{,'!ilrd c!<;duction." ~?9 . . 6,050 6.900 
o ..._______ 

Tax (at 15 percent) .... 630 ____...::0:.-___.::.675 
....Lel)~ child credtt ____<2. .,--______O:::...-___.__ 

LessJ=.ITC ______0"---___-...:3'-'-,6::.,:5:.;:6___---<-1 
. Equals taX. liability 630 -5,656 -1,555 

...::.M:.:;arn=·a=g::t::ec.;:P...e,",na""ll:.I.!y___...:$,-,I,~~ 
As Percent of Income 

Source: Urban Institute. 1998. 

1:~9Q. 

..§}L 
,~,.~ 

6.8% 

IE:IlII[J . 
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than \\tha.t me woman alone would 
receivc ifshc were not married. 

The marriage penalty from the 
EITC is somewhat offict by a rTl3f' 

riagc bOI1u.~ trom the new child 
. credit cnacted under the: Ta..~payer 
Relief Act of 1997. When it is fully 
phased in beginning in 1999, tax­
payers can subtr:le( from their taXCS 

5500 for each dependent child. 
Howevcr, thc child credit benefits 
only mose taxpayers who have some 
taxable income. In me example: 
above, d1e: \,ife has no ta.~ablc 
income after cxemptions and ule 
smndard deduction, so doe:s not 
benefit from the: child credit. The 
husband h:lS ta.xablc income but 
docs not live: with the children, so 
cannot benefit from the child credit. 
Married, the: couple: h:lS t:lX3blc 
income of $4,500 and tJ...,(CS (b<:(o~ 

credits) ofS675. TI1C { • .'ouple has tWO 

dependent children so is potentially 
eligible for a child credlt ofS'l ,000. 
How{,.,\'l,"t, since the credit is nonre­
fundable, the couple rel."CivGS only 
the: $675 necessary to reduce Q,Xes 
co zero. Without the child credit, the 

cO\lple'~ marriage penalty would 
ha\'C been S2,166-l'l.eariy 50 
percent higher. 

Proposed Marriage 
Penalty Relief 

'The Taxpayer &licfAct of 
1998 (H.R.. 4579) was recently 
introduced by Rep. Bill Archer, R­
n::, and pa'\Scd by the House Ways 
and Means Committee. Thc Archer 
bill includes a muriage penalty relief 
pro\1sion that would sc:t the sun­
dud deduction tOr joint fikrs at 
t\\~cc that for single: tilers. Several 
othcr approachQi to rcducing m;u'­

riage penalties have been proposed 
during the past year. As table 3 
shows, the choice ofllPpmach great­
ly influences who would benefit 
from marriage pc:nalry relief and by 
how much. 

Mpst of the recent pro~ 
would provide equal ben'cfits to cou­
ples receiving marriage subsidies and 
tl10SC paying marria.ge penalties. 
Under the Arche:r bill, a couple with 

$40,000 would receive a 5210 taX 

cut, rcgardJcss ofwhether the couple 
Clurently has a 53,717 marriage sub­
sidy or l S2,351 marriage pen.alty. 
Higher-income subsidized couples 
'.'.'Quld particularl)r benefit Irom a bill 
im:roduecd by Sen. L..iuch Fairdoth, 
R-NC (S. 1285), that would allow 
couples to tile II combinl:d rerum ill 

which e:ach spouse is ta.'{cd separately 
on half of the couple \ combined 
income. Bills aimed more specifically 
at couples paying marriage pcn:Uu<.:s 
incllldc those introduced by Sen. 
Tom Daschk, D-SD (So 2147); Rep. 
Wally Hc.rgcr, R·C')' (H.R. 2593); 
and Rcp~. Jerry Weller, R-IL, :lfld 
David McIntosh, R.-IN (H.R. 
2456). WcUer-Mdmosh resembles 
Faircloth, except that under it c.l<;h 

spouse would be ta.xcd on his or her 
own income, and So singlc·cru-ncr 
couple.. would not benefit. The 
Da5(:hlc and Herger bills would 
make tax reliefcqntingcnt upon a 
second earner. 

The pro~s would have <lit: 
fering impacts on low-, middk·, and 
higher-income taXpayers. Middle· 

Marriage Subsidies and Penalties under Current Law 
and Tax Relief under Various Marriage Penalty Relief Proposals" 

Subilidy 

Penalty 
$3.815 $3,717 $5.37& 

$1,491 $2.351 $2.015 

Weiler-MCintosh (H.R. 2456)' 
Faircloth (S. 1285), 210 1.053 
Archer (H.R. t1579) 2tO 
Her~er (H.R. 2593) 
Da.<\chlc (S. 2147) 
Gramm (S. 2436) 695 495 
Neal-McDermott (H.R. 3995) 859 

llO LOS3 
210 1,053 
210 

300 840 
464 600 
695 495 
859 

il. 	 If proposal had been law in 1991. Table assumes two children. fully pha$cd.il1 1997 lax. law. 5500 ehild credit, all income is from labor 

earnings. and $20.000 in itemized deductions for the couple earning S 100.000. If .not m;uried. one "pou~ would claim Ih" children as 

dependents and file as head of household. The other spouse (Che earner in the one-eamer couple) would file" single return. 


b. 	 As~umes each spou~c earns half of the couple's income (and has half of itemized deductions). 
c. 	 Marriage penalty is not eliminated for the: SIOO.OOO Iwo-eamcr couple be(:aus<: these proposals do not addn:ss penalties arising from 

he.ad·of·hou.o;eoold filing ~!alUS. 


Sou/'Ctj; Urban Institute. 1991S. 
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income taXpaye~ arc the primary 
bcne6cimcs of the Archer bill. since 
mOst higher-income taxpayers item­
ize deductions. Higher-income Q.X­

payers w()uld benefit mOSt from 
proposals thar allow married (;QU­

pies to be taxed separately on a 
combincd rerum (Faircloth and 
Weller-McIntosh) or that sc.t tax 
br:lckl:r,~ :m.d the !<rnnd:lrd declue-

Umkr the Archer bit~ 'a couple 
with $40,000 ,,,auld re~eive a $210 
tt(.X cu~, regardless of ""hether the 
couple cmnn#y has a $3,717 mar­
rialTt subsidy or a $2,351 marriage 
penalty. 

tion tcr joint filers to twice mat for 
single tilers (Weller, H.R. 3734, not 
shown). Herger's second-carner 
deduction would benefit both mid-. 
d\c· and higher-income taXpayers. 
These proposals would not help a 
couple with $22,000 and tWO chi!­
drcn because:: they do not addr<.:ss 
rhe marriage penalties arising from 
the pha.scout of rhl.: EITe. 

The DasclUc proposal, and 
those introduced by Sen. Phil 
Gr.lmm, R-TX (S. 2436). and 
lli:ps. Richard E. Neal, D·MA, ,and 
Jim McDermott. D-WA (H.R. 
3995), would help low-;md middlc­
income couples, By reducing me 
marriage penalties aming from the 
phaseout ofthe SITC, these arc the: 
only proposals that would help the: 
couple earning $22.000. Daschle's 
second-earner deduction and 
Gramm's special deduction for joint 
filers would help low-income lax-
payers because the: deduction would 
count against earnings in cakulac· 
ing the pha.s<::ou{ of the EITe. 
These deductions would also help 
'middk-itlCOmc taxpayers, but high· 
cr· income taxpayers would not be 
allowed the deduction. The Neal-
McDermott proposal would pro­
vide more generous ElTC pay­
ments to rn.-m;ed couples in the 
phase()ut range of the EITe. 

•-1I. URBAN INSTITUTE 

Targeting Relief to 
low-Income Couples 

For a marriage penaI~' relief pro­
posal to be efficiently targeted to 
low- and middle-income couples, it 
should add.ress the penalties in me 
EITC phaseout :md be contingent 
upon me presence ofa sec:ond earn­
1:1", sill\;e une-earner couples altcady 
n:ccivc marriage subsidies. The 
Daschle proposal meers these criteria. 
but it indudcs a phao;cour rhat: 
increases the Il1ll1ginal t3X rn.te for 
couples with bet:wc.'"Cn S50,000 and 
$60,000 in adjusted gross income. 

It is possible to direcr substantial 
marriage penalty rdief ro low-
income, two·earner couples and at 
me same time avoid a phaseout. 
CunsidLT an option ro maca<;<; me 
stmdard deduction for twO-carner 
couples by an amount equal to the 
S(..'Cond carner's income up to a maxi­
mum of55,00U. 111is approach 
would incn..~ the beginning and 
cnd of the phaseout of the: EITC by 
the same :unount.l11d would sub­
st.mtially reduce mmiag~ pcn.1.ltics 
for low· and middlc-income: couples. 
For II couple: wim twO children in 
which each spouse earns $11,000, 
the marriage penaJty would be: 
reduced by $1,053 (70 pcro;nt). If , 
each spouse earned $20,000. the 
reduction would be 5750 (32 per­
cent). 

Tying marriage: penalty rc.lieftO 
the standard deduction reduces the 
number ofhigh-income couples that 
would be:nefit, without requiring a 
phaseout. Some higher-income rax­
payers would find it worthwhile: to 
ra.ke the standard deduction under 
this option, but most would not 
since their itemized deduL-rlons 
would continue to e:xceed the sum­
dard deduction. 

Basing tax relief on the presence: 
ofa ::;c:cond earner ensures that sin­
gle·earner oouples who already incUr 
marriage subsidies do not l:x:m:fir, 

, though some rdicfv.;oulti go co twO­

carner couples with dissimilar earn-

ing;s who receive marriage subsidies. 
A POtential advantage ofa second­
camer deduction is mat: it: reduces 
work disincentives for a second earn­
ing spouse.. Research shows that sec­
ond earners' hours are not sensitive 
to t::\Xes but that the deru.'ion abour 
whethe:r to work at all is. Thus, this 
option would encourag~ labor force 
pare.cipation by second erunc:IS in 
low- and middlc·inoome fumilies. 
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