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As I have explained at some length in my "Proposal for Reconstruction and Reform of 

the Federal Income Tax for Individuals" (submitted April 28, but posted on May 11), the 

Earned Income Credit, as it now exists, should be phased out over a three-year period 

beginning as soon as possible.  If any form of Earned Income Credit is to be retained in 

the Tax Code, it should reward a person's efforts to improve his or her financial status, 

education, and suitability for a worthwhile career.  It should not reward—or appear to 

reward—childbearing, because childbearing tends to have an adverse effect on a young

woman's financial status, her educational potential, and the likelihood that she will obtain 

a substantial and secure place in the job market.

This document proposes the establishment of the Earned Income Education Credit.  The 

EIEC should be introduced as soon as possible in its fully-developed form, not merely 

phased in as the EIC is phased out.  Even if the EIC is kept in the Tax Code, the EIEC 

should be introduced to provide assistance to young low-income people who are serious 

about working their way through school.

One way to create the EIEC would be to take the EIC Table as it now exists, remove the 

column headings for "no children," "one child," and "two children," and replace them 

with headings that say "high school," "college, years 1 & 2," and "college, years 3 & 4."
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Some adjustments in the dollar figures would be advisable.  The current "No children" 

column of the EIC Table is awfully stingy.  A high school student who works should get 

a better EIEC than the amounts shown there.  I'd recommend a credit of twenty percent

(20%) for each dollar earned above the first $100.00.  The High School EIEC would 

reach a maximum of $780.00 at the income level of $4,000.00 and would remain at that 

level unless the income for that year exceeds $7,000.00.  Between $7K and $8K of 

income, the credit would be reduced at a rate that would reduce it to $390.00 at the $8K 

level.  In other words, it would phase down, but it would not phase out. 

The credit would be allowed for two years for a high school student.  For the first year of 

the credit, the student would have to be at least sixteen years old, but under eighteen, at 

the end of the tax year.  For the second year of the credit, the student must be at least 

seventeen, but under nineteen, at the end of the tax year.

For a college student who is officially on a degree plan, I'd recommend an EIEC of 

twenty-five percent (25%) for each dollar earned above the first $250.00 for the first 

tax year, and the same for the second tax year; and thirty percent (30%) for each dollar 

earned above the first $250.00 for the third tax year, and the same for the fourth tax year.  

The four years should be consecutive, with each year devoted to a combination of paid

employment and full-time enrollment in college.  The College EIEC would reach

maximums of $1,687.50 and $2,025.00 per year for the "first two tax years" and the
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"second two tax years," respectively, at the $7,000.00 income level.  It would remain at

the maximum amount of credit for incomes between $7K and $10K, at which point it

would begin phasing down to one-half the maximum amount at the $11K income level.  

The College EIEC could be claimed in addition to any other education credits that the 

student would be eligible to claim.  It would not be affected by the availability of student 

loans or scholarships.  However, any person who defaults on a student loan could be held 

liable for repayment of the College EITC.  Other restrictions might apply.  For instance,

the recipient of EIEC should not be employed by parents or other relatives, and evidence 

of hours worked and rate of pay should be provided with the return.

1. EXAMPLES:

2. Joel is a high school student who worked after school and for about half the summer. 

He earned $2,850.00.  He was seventeen at the end of the tax year.  His EIEC is 20% of 

the amount he earned in excess of $100.00.  Twenty percent of $2,750.00 = $550.00.

2.  The following year, Joel got a higher-paying job.  He worked after school and also 

worked a 40-hour week through the entire summer.  His earnings amounted to $6,285.00

for the year.  His EIEC is 20% of the amount between $100.00 and $4,000.00.  Twenty 

percent of $3,900.00 = $780.00.  Because his earnings did not exceed $7,000.00, his 

EIEC remained at the maximum amount of $780.00.
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3. Robert also worked at that higher-paying company.  In addition to working the hours 

Joel worked, he volunteered for all the available overtime, including Saturdays.  His 

earnings for the year totaled $7,620.00.  His maximum EIEC of $780.00 was reduced by 

$.39 for each dollar that his income exceeded $7,000.00.  The amount of the reduction 

was $241.80 ($780.00 X .39), so he qualified to claim a credit of $538.20. 

The same principles would operate for the College EIEC, so no examples are necessary.

Only the math would be different.

If you have not yet read my “Proposal for Reconstruction and Reform of the Federal 

Income Tax for Individuals,” please make a point of doing so.  You’ll find it in the 

document shown as “LettertotheAdvisoryPanelonTaxReform.doc” posted May 11, 2005

under my name.  My brief comment there and the comment I posted on May 16 will

explain why the posting did not occur on the correct submission date, April 28, 2005. 
