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COST-OF-LIVING REFUND ACT OF 2019 
Senator Sherrod Brown (D-OH), Representative Bonnie Watson Coleman (D-

NJ), and Representative Ro Khanna (D-CA) recently reintroduced a bill to 

greatly expand the Earned Income Tax Credit (EITC) called the Cost-of-

Living Refund Act of 2019. This bill would increase the size of the EITC and 

increase the number of tax filers eligible for the credit. 

 “The Cost-of-Living Refund Act of 2019 would 

increase the phase-in rate and the income 

threshold at which the maximum credit is 

reached, increasing the maximum credit from 

$529 to $3,111. The credit for childless filers 

would then phase out at 15.98 percent instead 

of 7.65 percent.” 

Details of the Proposal 

Cost-of-Living Refund Act of 2019 would increase the phase-in rate, and the 

size of the Earned Income Tax Credit for filers with children, roughly 

doubling the credit for these filers. 

 

The maximum EITC for filers with children would increase from between $3,526 and $6,557 to $6,770 and $12,588, 

depending on family size. 

The Cost-of-Living Refund Act of 2019 would increase the phase-in rate and the income threshold at which the maximum 

credit is reached, increasing the maximum credit from $529 to $3,111. The credit for childless filers would then phase 

out at 15.98 percent instead of 7.65 percent. 

The eligibility age for childless filers would decline from 25 to 21 and eligibility would expand to qualified students. 

Qualified dependents for the purposes of the EITC would be expanded to include parents and other relatives. 

Taxpayers would be allowed to receive an advance up to $500 per year of their EITC refund. 

Economic Impact 

 

Overall, we estimate that the Cost-of-Living Refund Act of 2019 would result in a small reduction in the labor force equal 

to 51,577 full-time equivalent jobs and a reduction in economic output (GDP) of 0.29 percent. However, the effect the 

Cost-of-Living Refund Act of 2019 has on the incentive to work depends on how much income a tax filer earns. As a 

result, some workers would end up increasing their hours worked and labor force participation while others would 

reduce it. We estimate that the Cost-of-Living Refund Act of 2019 would end up boosting hours worked and labor force 

participation for low-income tax filers by 822,788 full-time equivalent jobs. However, the proposal would reduce hours 

worked and participation for middle- and upper-income tax filers by 874,366 full-time equivalent jobs. 
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The EITC phases in from the first dollar of earned income until it reaches a maximum credit size. It then phases out at 

different income levels depending on the tax filer’s marital status and whether they have children. These phase-ins and 

phaseouts create implicit marginal subsidies and tax rates on earned income that impact individuals’ incentive to work. 

The Cost-of-Living Refund Act of 2019 would change the incentives to work by increasing both the phase-in and 

phaseout rate of the Earned Income Tax credit and by increasing the number of tax filers subject to the phase-in and 

phaseout rates. Take for example the EITC for married filers with two children . Under current law, the phase-in rate is 40 

percent. Under the Cost-of-Living Refund Act of 2019, the phase-in rate for these taxpayers would increase to 76.8 

percent. This represents a 36.8 percentage point reduction in the effective marginal tax rate for these tax filers. 

The phaseout rate for married couples with two children remains the same as current law at 21.06 percent. However, the 

credit amount for filers with two children would max out at a much higher level: $11,190 under the Cost-of-Living 

Refund Act of 2019 vs. $5,828 under current law. The result is that the credit phases out over a much larger range of 

income. Married couples with adjusted gross incomes (AGIs) as high as $77,963 receive the credit under this proposal 

compared to current law under which only families with income up to $52,493 receive the credit. As a result, married 

couples with two children with AGIs between $52,493 and $77,963 would face a 21.06 percentage point increase in their 

effective marginal tax rate. 
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