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S
ince the inception of the earned incom

e tax 
credit, conservative critics have com

plained 
that it discourages both w

ork and m
arriage. 

F
or w

orkers w
ith tw

o children, for exam
ple, 

ev
ery

 d
o
llar earn

ed
 b

etw
een

 $
1
1
,0

0
0
 an

d
 

$25,000 this year has the effect of reducing the 
total E

IT
C

 paym
ent by 18 cents. T

his am
ounts 

to an 18 percent surtax on w
ages, and various 

studies estim
ate that the 8 m

illion w
orkers in 

this phaseout range are likely to reduce their 
w

o
rk

 m
o
d
estly

 b
ecau

se o
f it—

o
n
 av

erag
e, 

som
ew

here betw
een 10 and 89 hours per year. 

A
t the sam

e tim
e, how

ever, the E
IT

C
 offers 

stro
n
g
 w

o
rk

 in
cen

tiv
es fo

r th
e g

en
u
in

ely
 

poor—
w

elfare m
others and adults w

ho earn 
less than $9,000 a year—

by supplem
enting ev-

ery
 d

o
llar th

ey
 earn

 w
ith

 an
 ex

tra 3
0
 cen

ts 

from
 the T

reasury. A
m

ong this sm
aller group 

of 3 m
illion, studies show

, the E
IT

C
 induces 

people to w
ork an extra 38 hours each year on 

average. 
T

aking both groups together, U
niversity of 

W
isconsin econom

ist John K
arl S

cholz calcu-
lates that the E

IT
C

, on balance, induces slightly 
m

ore w
ork than it discourages. 

L
ike other critics of the E

IT
C

, M
arvin K

os-
ters o

f th
e A

m
erican

 E
n
terp

rise In
stitu

te ar-
g
u
es th

at th
e p

ro
g
ram

's in
cen

tiv
e to

 w
o
rk

 
could be strengthened if the size of the earned 
in

co
m

e cred
it w

ere red
u
ced

 an
d
 b

en
efits 

phased out at low
er incom

e levels. 
B

ut G
ary B

urtless, a B
rookings Institution la-

b
o
r eco

n
o
m

ist, m
ain

tain
s th

at alth
o
u
g
h
 an

y
 

governm
ent w

elfare program
 is bound to low

er 
w

ork effort to som
e extent, the earned incom

e 
credit does so m

uch less than others. 
"T

he surprising thing about the E
IT

C
 is that 

it can pum
p $25 billion into the pockets of the 

w
o
rk

in
g
 p

o
o
r each

 y
ear an

d
 n

o
t d

isco
u
rag

e 
w

ork effort m
ore than it does," said B

urtless. 
C

ritics also point out that the E
IT

C
's benefit 

structure im
poses a huge financial penalty to 

m
arriage—

a loss of $5,700 in cash paym
ents in 

the w
orst-case scenario of tw

o m
inim

um
-w

age 
w

orkers w
ith children w

ho decide to m
arry. 

B
ut in other cases—

a m
inim

um
-w

age w
ork-

er w
h
o
 m

arries a w
elfare m

o
th

er w
ith

 ch
il-

dren—
the E

IT
C

 actually increases their post-
m

arriage incom
e by $3,370. 

"M
y suspicion is that m

ore taxpayers have an 
incentive to m

arry than separate because of the 
E

l'IV
," econom

ist S
cholz recently told a S

enate 
panel, "but I know

 of no em
pirical evidence . . . 

that suggests people m
anipulate their legal liv-

ing arrangem
ents to respond to these incen-

tives." 
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