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Key Takeaways

• The Family Security Act 2.0 from Senators Romney, Daines and Burr is a 
framework to transform the Child Tax Credit into a robust child benefit that 
rewards work, promotes marriage and simplifies the tax code. 

• Mirroring the recommendations of the Taxpayer Advocate Service, the 
FSA 2.0 proposes restructuring the Earned Income Tax Credit (EITC) into a 
simplified worker benefit that would reduce marriage penalties and sources 
of complexity that lead to improper payments.

• A recent report from the Center on Budget and Policy Priorities (CBPP) 
raises legitimate concerns that the FSA 2.0’s proposed credit values fail to 
ensure a subset of EITC-eligible single parent households are kept whole.

• One reason is inflation: While the EITC is indexed for inflation, the credit 
values of the FSA 2.0 have not been updated to reflect the recent rise in 
prices, making it less effective at replacing the value of the current EITC 
than in its original incarnation.

• This report outlines options for adjusting the FSA 2.0’s credit values to 
close the benefit gap created by the EITC overhaul without sacrificing the 
core structural advantages of the reform.

• In the process, we show that the CBPP’s arguments against consolidation  
are overstated, and fail to appreciate both the harms created by marriage 
penalties and the net benefits of the FSA 2.0 to families over time.
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S
enators Mitt Romney, Steve Daines, and Richard Burr recently unveiled the Family Security 
Act 2.0 (FSA 2.0),1 a framework for an expanded child benefit that builds on Romney’s 
original proposal from 2021.2 The FSA 2.0 would transform the Child Tax Credit (CTC) 
into a child benefit of $3,000 per child aged 6-17 and $4,200 per child under age six. The 

expansion would be fully paid for by consolidating several other tax benefits in a manner designed 
to simplify the tax code and reduce marriage penalties, including a significant restructuring of the 
Earned Income Tax Credit (EITC). 

A streamlining of refundable tax credits to better distinguish between child benefits like the CTC 
and worker benefits like the EITC is long overdue. While the EITC is structured as a wage subsidy, it 
includes a large, embedded child benefit because the maximum allowable credit increases with the 
number of kids. Shifting the EITC’s per-child variation into the CTC would help to clarify the distinct 
purposes of the two credits — helping low-wage workers versus helping households with children — 
leading to a simpler and more legible tax and benefit system.

Nevertheless, a recent analysis from the Center on Budget and Policy Priorities (CBPP) raises 
legitimate concerns about the net impact of the FSA 2.0 on certain household configurations.3 In 
particular, after praising the FSA 2.0’s child benefit structure, the report accuses Senators Romney, 
Daines, and Burr of financing the expansion of child benefits at the expense of “single parents with 
low and moderate incomes.” The concern originates from how FSA 2.0’s reforms to the EITC and Head 
of Household filing status interact to create a net loss in credits among a subset of single-parent, 
EITC-eligible households. 

Fortunately, the benefit gap created by the EITC overhaul is small enough to be fully eliminated 
without undoing the core structure of the reform. Indeed, as we discuss in detail below, the CBPP 
analysis overstates its case against the FSA 2.0’s proposed consolidations, and fails to appreciate both 
the harms created by marriage penalties and the net benefits of the FSA 2.0 to families over time.

1  Robert Orr and Joshua McCabe, June 15, 2022. Analysis of the Family Security Act 2.0. Niskanen Center. https://www.
niskanencenter.org/analysis-of-the-family-security-act-2-0/ 

2  Samuel Hammond and Robert Orr, February 4, 2021. The Conservative Case for a Child Allowance. Niskanen Center. https://
www.niskanencenter.org/report-the-conservative-case-for-a-child-allowance/ 

3  Chuck Marr, Kris Cox, Stephanie Hingtgen, Arloc Sherman, Sarah Calame and Jabari Cook, July 6, 2022. Romney Child Tax 
Credit Proposal Is Step Forward But Falls Short, Targets Low-Income Families to Pay for It. Center on Budget and Policy 
Priorities. https://www.cbpp.org/research/federal-tax/romney-child-tax-credit-proposal-is-step-forward-but-falls-short-
targets-low 
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The EITC pays you to not get married
The proposed improvements to the EITC are motivated in part by the large marriage penalty built into 
its current design. Marriage penalties occur when a couple would lose benefits or pay more in taxes 
for no other reason than marrying, and they are disturbingly common across U.S. safety-net programs.4 
For example, simulations find the average EITC-eligible woman can expect to lose approximately 
$1,300 in EITC benefits in the year following marriage, or about half of her pre-marriage benefit.5

The CBPP dismisses the importance of marriage penalties, arguing that “marriage incentives have 
at most modest effects on marriage decisions.” Yet how modest is modest? To support its claim, the 
report includes a citation to a 2013 study that finds “a $1,000 change in the financial incentive for 
marriage has a 1.7 percentage point effect on the probability of marriage” — an effect that increases 
among households with less education.6 Also cited is a 2020 research brief on marriage penalties 
that, among other things, summarizes a question from the 2015 American Family Survey that found 
“31 percent of survey respondents indicated they knew someone who had chosen not to marry out of 
fear of losing ‘welfare benefits, Medicaid, food stamps, or other government benefits.’”7

Whether or not the survey and empirical evidence on marriage penalties is meaningful may be 
in the eye of the beholder. Last month, the CBPP dedicated a blog post to a study that found an 
additional $1,000 in support from the EITC at infancy led children to earn 1 to 2 percent more in their 
twenties — a relatively modest result that they, nonetheless, chose to highlight rather than downplay 
because of its importance.8 Yet the harms from marriage penalties are important in their own right. 
This is all the more true in means-tested programs where the interaction of multiple income and 
eligibility requirements can cause marriage penalties to become substantial, while raising effective 
marginal tax rates on near-poor households to as high as 90 percent.9

If an EITC recipient also participates in other means-tested programs (such as SNAP, Medicaid, or 
housing vouchers), the penalty to marriage can easily exceed 15 percent of a family’s income. If these 
and related marriage penalties didn’t exist, the marriage rate for single mothers with incomes below 
$26,000 would rise from 9.4 percent to 23 percent, according to a new economic model from the 
Atlanta Fed. In the words of the model’s authors, the U.S. tax and benefit system “is keeping almost 14 
percent of low-income young females with children from getting married in a given year.”10

4  Ed Dolan, June 8, 2022. How Tangled Welfare Programs Create a Marriage Penalty for the Near-Poor. Institute for Family 
Studies. https://ifstudies.org/blog/how-tangled-welfare-programs-create-a-marriage-penalty-for-the-near-poor 

5  Katherine Michelmore. “The earned income tax credit and union formation: The impact of expected spouse earnings.” 
Review of Economics of the Household volume 16, pages 377–406 (2018). https://link.springer.com/article/10.1007/
s11150-016-9348-7 

6  Hayley Fisher. “The Effect of Marriage Tax Penalties and Subsidies on Marital Status.” Fiscal Studies Vol. 34, No. 4 (December 
2013). https://www.jstor.org/stable/24440312 

7  W. Bradford Wilcox, “The Marriage Divide, Marriage Penalties, and United States Welfare Policy,” American Enterprise Institute 
(2020). https://www.aei.org/wp-content/uploads/2020/09/HMRF_Brief_Marriage_Divide_Marriage_Penalties_FINAL.pdf 

8  George Fenton, June 21, 2022. New Study Finds Income Support in Childhood Increases Future Earnings. Center on Budget 
and Policy Priorities. https://www.cbpp.org/blog/new-study-finds-income-support-in-childhood-increases-future-earnings 

9  Ed Dolan, June 8, 2022. How Tangled Welfare Programs Create a Marriage Penalty for the Near-Poor. Institute for Family 
Studies. https://ifstudies.org/blog/how-tangled-welfare-programs-create-a-marriage-penalty-for-the-near-poor

10 Elias Ilin, Laurence Kotlikoff, and M. Melinda Pitts. “Is Our Fiscal System Discouraging Marriage? A New Look at the 
Marriage Tax.” Federal Reserve Bank of Atlanta, Working Paper 2022-6 (June 2022). https://www.atlantafed.org/research/
publications/wp/2022/06/29/06--examining-marriage-tax 
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There is more than money at stake here. The greater stability and resources offered by committed, 
two-parent households suggests that effectively paying single parents to stay unmarried has 
negative consequences on child well-being in both the short- and long-term.11 Consider that children 
born to cohabiting parents have lower birth weight than those born to married parents of similar 
socioeconomic status and that child health subsequently improves among cohabiting parents who 
marry compared to parents who only stably cohabit.12 Whether or not these and related findings 
justify policies to actively promote marriage, the basic principle of horizontal equity demands tax 
policy be at least neutral.13

Recognition of the severity of the EITC’s marriage penalty has grown in recent years thanks to 
congressional testimony14 and the research quantifying its impact on marriage rates, yet reform has 
been slow to materialize. The challenge of reforming the EITC into a dedicated worker benefit stems 

11 Wendy D. Manning. ”Cohabitation and Child Wellbeing.” Future Child. 2015 Fall; 25(2): 51–66. https://www.ncbi.nlm.nih.
gov/pmc/articles/PMC4768758/ 

12 Kammi K. Schmeer. “The Child Health Disadvantage of Parental Cohabitation.” Journal of Marriage and Family Volume 73, 
Issue 1 (February 2011). https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1741-3737.2010.00797.x 

13 Patricia Cain, March 31, 2021. The Unfairness of the Marriage Tax Penalty. Bloomberg Tax. https://news.bloombergtax.com/
daily-tax-report/the-unfairness-of-the-marriage-tax-penalty  

14 Lyman Stone, September 10, 2019. Affordability or Achievability? The Challenge for Family Policy in America. Statement 
before the Joint Economic Committee On Family Affordability. https://www.aei.org/wp-content/uploads/2019/09/Lyman_
Stone_Affordability_or_achievability.pdf 
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Figure 1:

Effective marginal taxes for a single parent of two children recieving Medicaid, SNAP, 
and the EITC can be as high as 90 percent just beyond the poverty line.
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from the credit’s historical role in the welfare reforms of the mid-1990s.15 While the EITC first appeared 
in 1975, it was greatly expanded in 1993 as a tool to incentivize the transition of single mothers from 
welfare into work. The largest credits were thus deliberately targeted to single households with 
dependent children whose incomes fall just below the poverty line. Such narrow targeting makes 
the current EITC efficient at reducing the “headcount” poverty rate (i.e., at moving households with 
dependents just across the poverty line), but at the cost of entrenching a sizable marriage penalty. 
Proposals that seek to fix the EITC alone are usually either expensive or risk creating net losers 
among a subset of single parents. By reforming the EITC and CTC simultaneously, the FSA 2.0 presents 
a unique opportunity to reduce marriage penalties in a way that can, at least in principle, ensure all 
households are kept whole.

EITC households under the FSA 2.0 
The crux of the CBPP critique is that the FSA 2.0’s reforms, as currently structured, fall short of 
keeping many single-parent households truly whole. It is true that FSA 1.0 had a much more modest 
benefit shortfall in comparison with its successor. One reason is inflation: While the EITC is indexed 
to the price level, the credit values of the FSA 2.0 have not been updated to reflect the recent rise in 
prices. That makes FSA 2.0 less effective at replacing the value of the 2022 EITC than in its original 
iteration, as illustrated in Figure 2.  

Nevertheless, the FSA 2.0 would still put a substantial dent in child poverty. In our earlier analysis, 
we found the proposal would reduce child poverty by approximately 12.6 percent, representing just 
over a million fewer kids in poverty. Indeed, the vast majority of families come out ahead relative to 
current law, including a big boost for households with earnings below $15,000. Nonetheless, some 
households could come out worse off in any given year, with the largest net losses concentrated 

15 “The Earned Income Tax Credit (EITC): A Brief Legislative History.” Congressional Research Service (March 20, 2018). https://
www.everycrsreport.com/reports/R44825.html 

Figure 2:

Under current law, the EITC contains an embedded child benefit that steps-up 
dramatically with a household’s second child, exacerbating marriage penalties.
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among single parents with two older children and earnings at or around the current EITC’s benefit 
plateau, as shown by the green line in Figure 3. Households in this group risk receiving fewer benefits 
relative to current law given the FSA 2.0’s failure to update its benefit levels to reflect inflation. 
However, the scope of the net loss is dramatically reduced when considered over the course of a 
child’s life, if one or both children are below the age of six, or if the parent decides to marry or have 
a third child, as illustrated above.

In dollar terms, an unmarried EITC recipient with two older children represents the worst-case 
scenario for static (i.e., single-year) net losses because of the current EITC’s large step-up in value for 
single households with a second child. Nonetheless, most household configurations are still better 
off due to the combination of the larger benefit for young children, the closure of marriage penalties, 
the extension of child age-eligibility to 17, and what is on net a more generous package for larger 
families.

Fortunately, simple modifications to the FSA 2.0 can erase the benefit gap and ensure that all 
family structures are unambiguously better off. As a first step, the FSA 2.0’s single-parent EITC phase-
out threshold could be moved from $23,000 to $28,000 while increasing the phase-in and phase-
out rates to 18 percent. This higher phase-out threshold is an important change to keep up with 
indexation and ensure benefits are held constant over the income range where the current EITC 
phases out steeply. 
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Figure 3:

Net impact of the FSA 2.0 on households with two children relative to current law by 
household type and age of child.
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The value of one or a combination of the FSA 2.0’s credits could then be increased to fill any 
remaining gap and make up for the inflation that has eroded benefit adequacy since the original 
proposal was drafted. Options include but aren’t limited to:

• Increasing the older child benefit from $3,000 to $3,600;

• Increasing the EITC family bonus from $1,000 to $2,500;

• Increasing the EITC family bonus from $1,000 to $1,600 while increasing the older-child 
benefit to $3,300;

• Increasing the EITC family bonus from $1,000 to $1,600 while implementing an $850 
nonrefundable credit for heads of households.

Each of these options has different distributional and budgetary tradeoffs and impacts on 
marriage penalties. Depending on the approach taken, adopting any one of these options will require 
approximately $20 to $30 billion in additional offsets or revenue sources to remain deficit neutral.

Increasing the older-child benefit by $600 would be the most costly but would benefit the most 
households. Increasing the EITC family bonus by an additional $2,500 would provide the clearest 
net benefit to single-parent EITC recipients, but the bonus would need to be similarly expanded for 
married EITC recipients to avoid recreating a penalty, greatly reducing the scope of the consolidation. 
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Figure 4:

Options for modifying the FSA 2.0’s credit values to close the benefit gap for single 
households with 2 older children.
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Alternatively, the older-child benefit and family bonus could both be increased by $300 and $600 
respectively, as if adjusting both to make up for recent inflation.

Alternatively, a $600 increase in the EITC family bonus could be paired with an $850 nonrefundable 
head of household tax credit. This last option would represent a partial retreat from the FSA 2.0’s 
abolition of the head of household (HoH) filing status, maintaining only the value of the HoH tax-
advantage captured by lower-income single-parent households. As currently structured, the HoH filing 
status is a source of marriage penalties and tax complexity with benefits that flow disproportionately 
to higher earners.16 Nonetheless, converting the HoH filing status into a nonrefundable credit would 
still be a substantial improvement over current policy, and could even be phased out at higher 
incomes.

These tweaks would also serve to close the smaller benefit gap for single parents with one older 
child. In fact, with few exceptions, any of the above options would fill the benefit gap for virtually all 
households, regardless of family structure, with the exception of narrow edge cases that become net 
beneficiaries when considered over time.

16 Robert Orr, June 28, 2022. Head of household filing status is a flawed way to help children. Niskanen Center. https://www.
niskanencenter.org/head-of-household-filing-status-is-a-flawed-way-to-help-children/ 

-$800

-$600

-$400

-$200

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$1,600

$5,000 $15,000 $25,000 $35,000 $45,000 $55,000

 Single (older child)

 $3.6K older child benefit

 $2.5K EITC family bonus

 $1.6K EITC family bonus +
$3.3k older child benefit

 $1.6K EITC family bonus +
$850 HOH credit

All Scenarious shift FSA 2.0 EITC phaseout threshold for single-parent families from $23,000 to $28,000; and increases 
both the phase-in and phase-out rates to 18%. Data reflects 2022 tax year.

N
et

-im
pa

ct
on

 p
os

t t
ax

 in
co

m
e

Earnings

Figure 5:

Any of several options for updating the FSA 2.0’s credit values would also close the 
benefit gap for single households with one older child except in narrow edge cases. 
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The focus on static outcomes is misleading
Evaluating the impact of the FSA 2.0’s reforms over time, rather than in a single year, is critical. 
Consider the option of increasing the older-child credit by $600, as represented by the green line 
in Figure 5. While this change to FSA 2.0 manages to close almost all of the benefit gap for single-
parent households with one older child, a $200 net loss still remains for incomes at precisely $20,000 
— the “sweet spot” for maximizing this household type’s refund under current law. If this household’s 
income remained exactly the same, year over year, what is otherwise a small reduction in a one-time 
refund would start to add up. Yet this household’s income (and thus its true net benefit) is all but 
guaranteed to vary over time, whether due to normal sources of income volatility, changes in family 
size or structure, or changes in work effort and earnings.

Nor can low-income households be treated as a fixed group. Across the earnings lifecycle, a typical 
household will see their income grow with age, education, experience, not to mention the broader 
economy. In any given year, the lowest-earning households also contain many otherwise middle-
income families that experienced an income shock or poverty spell. In fact, across the life cycle, 
approximately 60 percent of Americans spend at least one year below the official poverty line.17 The 
FSA 2.0’s relatively flat child benefit structure would thus provide families a greater degree of social 
insurance, including single-parent EITC households whose incomes fall below $15,000.

The FSA 2.0’s true impact can also be distorted by failing to consider plausible incentive effects. 
As discussed above, the reform’s reduction in marriage penalties may enable some fraction of single 
parents to marry their partners. The child benefit’s rapid phase-in may draw hundreds of thousands 
of nonworking parents into the labor market.18 And the reduction in effective marginal tax rates may 
incentivize near-poor households to increase their work effort on the margin. The FSA 2.0’s incentives 
across each of these dimensions — marriage, labor force participation, and work effort — are aligned 
to offer larger benefits to a wider pool of recipients, a factor that simply isn’t accounted for in the 
CBPP’s analysis.

That EITC-eligible households respond to incentives is undeniable. Consider the fact that EITC 
claims tend to bunch around the credit’s first “kink point,” i.e., where the current EITC plateaus.19 This 

17 Mark R. Rank and Thomas A. Hirschl, March 18, 2016. Calculate Your Economic Risk. The New York Times. https://www.
nytimes.com/2016/03/20/opinion/sunday/calculate-your-economic-risk.html 

18 Jacob Bastian, February 8, 2022. Will the Child Tax Credit’s effect on work decrease its poverty impact? Niskanen Center. 
https://www.niskanencenter.org/will-the-child-tax-credits-effect-on-work-decrease-its-poverty-impact/ 

19 Jacob A. Mortenson Andrew Whitten. “Bunching to Maximize Tax Credits: Evidence from Kinks in the US Tax Schedule.” 
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Right: EITC refunds in 2013 for self-employed singles with two children; drawn from Figure 5 in: 
Jacob A. Mortenson Andrew Whitten. “Bunching to Maximize Tax Credits: Evidence from Kinks in 
the US Tax Schedule.” American Economic Journal: Economic Policy Vol. 12, No. 3 (August 2020).
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shows that households adjust their reported earnings in order to maximize their refund, most often 
using income from self-employment.20 Were the FSA 2.0 adopted into law, we would likewise expect 
to see a change in how EITC households report their income in order to maximize their benefit.

The CBPP’s focus on a static distributional analysis is thus inherently misleading. Beyond ignoring 
incentive effects, it neglects the cumulative impact of the reformed benefit structure over time, from 
the extension of eligibility to parents 4 months prior to their child’s birth and the larger benefit for 
young children to the inclusion of millions of 17 year-olds who are ineligible under current law.

Simplification matters 
The FSA 2.0 is designed to reduce the administrative kludgeocracy that currently plagues refundable 
tax credits.21 While the benefits of tax simplification don’t show up in distributional estimates, they 
are arguably substantial. Under current law, over 20 percent of EITC-eligible families fail to claim the 
credit in a typical year,22 and among recipients, 60 percent rely on paid tax preparers that capture as 
much as 13 to 22 percent of the benefit in fees. Adjust for non-participation and fees to tax preparers, 
and the poverty impact of the EITC may be cut by as much as half.23

The complexity of EITC harms recipients and taxpayers alike. The IRS estimates that 24 percent of 
all EITC refunds issued in 2020 were in error, representing $16 billion in improper payments. In turn, 
the EITC accounts for over 40 percent of annual IRS audits of individuals, subjecting thousands of 
low-income households to a bureaucratic nightmare that can result in “due diligence” penalties and 
even a temporary loss of eligibility.24

As a 2019 CBPP report notes,25 the majority of overpayments in total dollar terms are the result of 
the EITC’s rules for claiming a qualifying child:

“The EITC is one of the most complex elements of the tax code that individual taxpayers face. The 
IRS instructions for the credit are nearly three times as long as the 15 pages of instructions for 
the Alternative Minimum Tax, which is widely viewed as difficult. The EITC’s complexity results in 
significant part from efforts by Congress to target the credit to families in need and thereby limit its 
budgetary cost.

American Economic Journal: Economic Policy Vol. 12, No. 3 (August 2020). https://www.aeaweb.org/articles?id=10.1257/
pol.20180054 

20 Andrew Garin, Emilie Jackson, Dmitri Koustas, May 19, 2022. New Gig Work or Changes in Reporting? Understanding Self-
Employment Trends in Tax Data. Becker Friedman Institute for Economics at the University of Chicago. https://bfi.uchicago.
edu/insight/finding/new-gig-work-or-changes-in-reporting-understanding-self-employment-trends-in-tax-data/ 

21 Steven M. Teles. “Kludgeocracy in America.” National Affairs (Fall 2013). https://www.nationalaffairs.com/publications/
detail/kludgeocracy-in-america 

22 Maggie R. Jones and James P. Ziliak. “The Antipoverty Impact of the EITC: New Estimates from Survey and Administrative 
Tax Records.” U.S. Census Bureau Center for Economic Studies (April, 2019). https://www2.census.gov/ces/wp/2019/CES-
WP-19-14.pdf

23 Matt Bruenig, May 18, 2020. The Myths of the Earned Income Tax Credit. People’s Policy Project. https://www.
peoplespolicyproject.org/project/the-myths-of-the-earned-income-tax-credit 

24 “Audits of EITC Returns: By the Numbers.” Congressional Research Service (June 13, 2022). https://crsreports.congress.gov/
product/pdf/IN/IN11952/1 

25 Robert Greenstein, John Wancheck and Chuck Marr, January 31, 2019. Reducing Overpayments in the Earned Income Tax 
Credit. Center on Budget and Policy Priorities. https://www.cbpp.org/research/federal-tax/reducing-overpayments-in-the-
earned-income-tax-credit 
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EITC overpayments often result from the interaction between the complexity of the EITC rules and 
the complexity of families’ lives. The Treasury Department has estimated that 70 percent of EITC 
improper payments stem from issues related to the EITC’s residency and relationship requirements, 
which are complicated; filing status issues, which can arise when married couples file (often following 
a separation) as singles or heads of households; and other issues related to who can claim a child in 
non-traditional family arrangements.”

The FSA 2.0 would help reduce improper EITC payments in a number of ways. Reducing the per-
child variation in the EITC would mitigate the complexity of its qualifying child rules. Eliminating 
the HoH status and EITC’s implicit marriage penalty would reduce errors connected to the use of the 
wrong filing status. And by shifting child benefit administration from the IRS to the Social Security 
Administration,26 the FSA 2.0 stands to increase overall participation rates, maximizing the impact of 
billions of dollars in refundable tax credits that currently go wasted or unclaimed.

Yet the idea of reforming the EITC and CTC into distinct worker and child benefits is by no means 
original to Senator Romney. On the contrary, it mirrors the long-standing recommendation of the 
Taxpayer Advocate Service (TAS), the independent organization within the IRS that exists to represent 
the interests of taxpayers. As they wrote in a recent blog post,27

“TAS has long advocated for dividing EITC into two credits: (i) a refundable worker credit based on 
each individual worker’s earned income without regard to the presence of qualifying children, and (ii) 
a refundable child benefit. For wage earners, claims for the worker credit could be verified with nearly 
100 percent accuracy by matching claims on tax returns against Forms W-2, significantly reducing 
improper payments on those claims. The portion of EITC that varies based on family size could be 
combined with the Child Tax Credit into a larger family credit.”

If this sounds familiar, it’s because it is precisely what the FSA 2.0 aims to do. Yet the details matter. 
If the FSA 2.0 gains momentum in Congress, lawmakers must take the concerns highlighted by the 
CBPP to heart and fine-tune the reform to ensure clear net-benefits for current EITC recipients, even 
if it requires finding additional offsets. Less reasonable, however, is the CBPP’s call for policymakers 
to “reject outright” any EITC consolidation whatsoever. Such an intractable position is at odds with the 
needs of families, and a sure-fire way to kill any future potential for bipartisan compromise.

Conclusion
The FSA 2.0 would cut child poverty by 12.6 percent while greatly simplifying the U.S. family tax and 
benefit system. Nonetheless, a subset of single parents would receive less in a given year than under 
current law. This largely owes to past EITC expansions, which entrenched a large marriage penalty by 
targeting child benefits to a subset of near-poor single parents, as well as inflation, which has made 
the FSA 2.0’s original credit values less adequate overtime. Fortunately, simple adjustments to the 
FSA 2.0 can close its benefit gap without sacrificing the reform’s core structural advantages. ▧

26 Samuel Hammond and Elaine Maag. “Issues in Child Benefit Administration in the United States: Imagining the Next 
Stage of the Child Tax Credit.” Urban Institute (December 2, 2021). https://www.urban.org/research/publication/issues-
child-benefit-administration-united-states 

27 NTA Blog, March 23, 2022. EITC Audits Will Once Again Begin; Proactively Responding to an EITC Audit Is Crucial. Taxpayer 
Advocate Service. https://www.taxpayeradvocate.irs.gov/news/nta-blog-eitc-audits-will-once-again-begin-proactively-
responding-to-an-eitc-audit-is-crucial/  
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