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GIVING TAX CREDIT WHERE
CREDIT IS DUE

A ‘Universal Unified Child Credit’ that expands
the EITC and cuts taxes for working families
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Evidence on the effectiveness of the EITC
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Source: Internal Revenue Service 1999.

End of Start of End of
Phase-in phase-in Maximum Phase-out phase-out phase-out

rate range benefit rate range range

No children 7.65% $4,500 $347 7.65% $5,700 $10,200

One child 34.00% $6,800 $2,312 16.06% $12,500 $26,900

Two children 40.17% $9,500 $3,816 20.80% $12,500 $30,850

TABLE 1
Earned income tax credit rules (tax year 1999)
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Other tax benefits for families with children
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Source: Authors' analysis.

Maximum tax
savings/refund

per child*
($1999) Refundable?

Personal exemption $770 No

Child tax credit $500 No

Additional child credit $500 Yes
    (three or more children)

Child & dependent care credit $720 No

Flexible spending/cafeteria plan deduction                   $1,400 No
   (maximum $5,000 expenses)

*Assuming 28% marginal tax rate.

TABLE 2
Tax benefits for families with children (1999)
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FIGURE 1

Source: Authors' analysis.
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FIGURE 2

Source: Authors' analysis.
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Alleviating the marriage penalty
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Source: Authors’ analysis.

End of Start of End of
Phase-in phase-in Maximum Phase-out phase-out phase-out Minimum

rate range benefit rate range range benefit

No children 15.30%      $5,000         $ 765 7.65%         $6,500        $16,500              -

One child 34.00%     $8,824     $3,000 5.00%      $14,824        $49,424       $1,270

Two children 40.17%   $11,202       $4,500 5.50%      $17,202        $52,839       $2,540

Three children 40.17%   $13,194       $5,300 4.25%      $19,194        $54,253       $3,810

Four children 40.17%   $15,185     $6,100 2.75%      $21,185        $58,276       $5,080

Five children 40.17%    $17,177      $6,900 1.50%      $23,177        $59,844       $6,350

Additional children 40.17% Maximum $1,270 x 0.00% NA NA $1,270 x
benefit number of number of
divided children children

by .4017

TABLE 3
Proposed Universal Unified Child Credit (tax year 1999)

FIGURE 3

Source: Authors' analysis.

How the UUCC proposal extends existing benefits
under the EITC, dependent exemption, and child credit
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Source: Institute on Taxation and Economic Policy.

Change Avg. Percent Percent Avg. Avg.
Income Income as % of change with tax with tax with tax with tax
Group Range income  cut increase cut increase

1st quintile 0 - 13,600 –1.3%  $ –109 39% 0%  $      278  $      272

2nd quintile 13,600 - 24,400 –1.3%  $ –237 56% 0%  $      424  $      412

3rd quintile 24,400 - 39,300 –1.4%  $ –421 54% 0%  $      776  $      412

4th quintile 39,300 - 64,900 –0.8%  $ –391 46% 0%  $      843  $      132

81-90% 64,900 - 92,500 –0.2%  $ –145 26% 5%  $      575  $      105

91-95% 92,500 - 129,800 –0.1%  $ –152 28% 10%  $      589  $      138

96-99% 129,800 - 318,900 0.0%  $       5 41% 49%  $      941  $      793

Top 1%  Over 318,900 0.0%  $     42 48% 52%  $   1,608  $   1,563

All –0.5%  $ –251 45% 3%  $      613  $      708

TABLE A-1
Changes in tax liability under the UUCC, by income percentiles

(tax year 1999)
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Change Avg. Percent Percent Avg. Avg.
Income as % of change with tax with tax with tax with tax
Range income  cut increase cut increase

0 - 10,000 –1.3%  $   –83 31% 0%  $        266  $         272

10,000 - 20,000 –1.2%  $ –185 55% 0%  $        338  $         412

20,000 - 30,000 –1.4%  $ –344 56% 0%  $        617  $         412

30,000 - 40,000 –1.3%  $ –446 52% 0%  $        857  $         412

40,000 - 50,000 –0.9%  $ –391 43% 0%  $        919  $         770

50,000 - 75,000 –0.5%  $ –317 44% 1%  $        728  $         114

75,000 - 100,000 –0.1%  $ –120 22% 7%  $        578  $         107

100,000 - 200,000 –0.1%  $ –112 36% 26%  $        688  $         524

Over 200,000 0.0%  $     89 43% 56%  $     1,476  $      1,298

All –0.5%  $ –251 45% 3%  $        613  $         708

Effects on increases in labor earnings
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Source: Institute on Taxation and Economic Policy.

TABLE A-2
Changes in tax liability under the UUCC, by income class

(tax year 1999)

Married Head of Married
filing jointly Single household filing single

Current law
36 percent  $         158,550  $      130,250  $   144,400  $         79,275
39.6 percent           283,150        283,150     283,150         141,575

Proposed
36 percent  $         123,669  $      101,595  $   112,632  $         61,835
39.6 percent           229,352        229,352     229,352         114,676

* Taxable income.

Source: Authors' analysis.

TABLE A-3
Tax bracket changes under the UUCC*
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                            Family income after marriage

$20,000 $25,000 $27,000 $30,000 $35,000 $40,000

Head of household, $8,000 income
    One child $413 $866 $1,061 $921 $671 $421
    Two children 895 1,030 1,336 1,795 1,696 1,421

Head of household, $10,000 income
    One child $268 $721 $926 $776 $526 $276
    Two children 829 964 1,470 1,729 1,630 1,355

Head of household, $15,000 income
    One child $627 $1,080 $1,285 $1,135 $885 $635
    Two children 454 589 895 1,354 1,255 980

Source: Authors' analysis.

TABLE A-4
Marraige penalty reductions under the UUCC
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