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Source: Urban-Brookings Tax Policy Center (2021); Internal Revenus Procedure 2020-45, Internal Revenue Service; and H.R. 1319, “American Rescue
2021.% 117th 21

all income comee from are for taxpayere filing a eingle or head-of-household tax return. For married couples filing a
Jolnt tax return. the credit begins to phase out at income $5.940 higher than shown. or $5.950 If the couple has children.
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Negative Income Tax: Some Policy Considerations

to Support Employment and Consumption

WANG Qushi, ZHU He, SHENG Zhongming

Abstract: Recently, due to various global and domestic factors, employment is under pressure and
consumption growth is sluggish, which call for targeted policy measures to support job creation
and private consumption. We propose a temporary negative income tax scheme, which give
awards to businesses that create new jobs and subsidies to low—income employees, as a way to
simultaneously achieve job and consumption growth. Negative income tax does not involve
massive fiscal expenditure, is means— tested and incentive compatible. Moreover, the negative
income tax scheme can be easily implemented through existing personal income taxation
infrastructure such as its smartphone APP, so that the subsidies can reach individuals directly. A
negative income tax scheme could be a policy option to complement existing policies aiming to
stabilize employment and consumption.

Key Words: negative income tax, employment, consumption
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