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More effective EITC through payment flexibility 

Washington, DC—More flexible options for receipt of Earned Income Tax Credit (EITC) dollars are 
needed to help the program reach its full potential as a tool to alleviate poverty, finds a new report by 
Steve Holt, released today by the Metropolitan Policy Program at the Brookings Institution. 

One in five households filing a federal income tax return claims the EITC, which supplements 
earnings for low- and moderate-income workers, especially those with children. National, state, and 
metro-area data on the EITC-eligible population, also released today by the Metropolitan Policy 
Program, show that taxpayers who qualify for the EITC tend to work in service-sector jobs in retail, 
health care, and food service and accommodation that often pay lower wages. The EITC helps 
bridge the gap between what the labor market provides and what it takes to support a family.  

The EITC, claimed on the annual federal income tax return, is disbursed in a lump-sum payment at 
tax time. While there are benefits to the single dispersant method (ability to pay off debt, make large 
purchases, or save) working parents often struggle to make ends meet as the year progresses. 

The report, “Periodic Payment of the Earned Income Tax Credit Revisited,” by Steve Holt, principal 
at HoltSolutions, revisits a 2008 proposal to allow families to receive a portion of the EITC outside of 
tax time.  

Holt’s paper examines alternatives to the current lump-sum model including proposals by members 
of Congress and think tanks, examples of similar periodic payment programs in other countries, and 
a 2014 pilot program in Chicago.  

These developments have shifted the thinking around periodic payments and pave the way for 
further analysis on key questions about demand, benefits, risks, and the administrative feasibility of 
periodic EITC payments.  

### 

The Metropolitan Policy Program at Brookings delivers research and solutions to help 
metropolitan leaders build an advanced economy that works for all. To learn more, please 
visitwww.brookings.edu/metro. Follow us on Twitter at www.twitter.com/brookingsmetro.  
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