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Background Effects Maximizing Benefit

The EITC has existed for over 30 years

It was created in 1975 to shield low-wage workers
from rising payroll taxes

It has been expanded under both Democratic and
Republican administrations—in 1986, 1990, 1993,
and 2001

The credit’s refundability distinguishes it from other
credits—taxpayers receive the full value of the EITC
regardless of their tax liability
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Background

The amount of EITC for which taxpayers qualify
depends on income and family size
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Background Effects

The number of taxpayers claiming the EITC,
and the amount claimed, have grown over time
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Background

New York City

States with
EITCs, TY 2007

San Francisco

Montgomery
County, MD

- States with refundable EITCs

- States with non-refundable EITCs

[ | states without an EITC ! vy
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Background

City taxpayers claim the EITC at rates above

the national average

Percentage of
taxpayers
recetving EITC,
tax year 2004
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Percentage of
returns receiving
EITC by county,
tax year 2003

Source: Berube. “The New
Safety Net” (2006)
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Background

The EITC provides a larger cash infusion for
cities than some traditionally “urban” programs
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Background

Maximizing Benefit

The Child Tax Credit and over-withholding also
contribute to refunds for EITC claimants

Composition of Other credits &
refunds for EITC withholding
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Background

Maximizing Benefit

EITC dollars stimulate local economies

through a “multiplier” effect

About two-thirds of EITC recipients spend the bulk
of their refunds on immediate expenses

The city of San Antonio estimated that each
additional $1.00 in EITC claimed would generate
$1.58 in local economic activity

EITC dollars spent in Baltimore generate nearly
$600,000 in annual local income and property tax
revenues
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Background Maximizing Benefit

Cities also benefit from the broader labor
market and anti-poverty effects of the EITC

The EITC annually lifts 4.5 million people above the
poverty line—half of them children

EITC expansions accounted for one-third of the
iIncrease in employment among single mothers
between 1993 and 1999

Increases in the credit in the 1990s reduced welfare
usage by 10 percent
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Background Effects Maximizing Benefit

Despite its broad reach, about 15%-20%
of eligible families fail to claim the EITC

Gap between EITC
claims and estimated
EITC eligibility, tax
year 2004
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|:| Average participation

|:| Low participation
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Background

Effects

Meanwhile, 70% of EITC recipients pay to have

their taxes prepared—often considerable amounts

Percentage of
taxpayers using
paid preparer by
EITC receipts,
TY 2000-2004
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Background Effects Maximizing Benefit

About 35% pay for a refund loan, on top of the
amounts paid for completing and filing the return

$150

State

[HAN
(@)
I
(@)
I>
AL
O
(@0
(@0
(TN
N

atii
N\ LU

-0

-~
D

$130 (for average
EITC refund)

$130 (loan cost) + $2,780 (loan amount) x 365 (days in a year) + 10 (term of loan)

171% APR

MerroroLrtany PoLicy PROGRAM



Background Effects Maximizing Benefit

Many of the nation’s large cities have a coordinated
campaign to maximize EITC participation

W Yo The Campaign
ot Yp paig
& B 2 for Working
f i G—0" Famlhes
'I.'H
1’."|":.IH'IH'::I"-I AS M. MENIND // ’

. —
.‘1
4 - Take All the Money.

ii.nn-:d Income Tax Credit You Earned It!"
CAMPAIGN

EITCSHSS

Earnlt!'Keepli!$avelt!

METROPOLITAN POLICY PROGRAM



Effects

Background

Maximizing Benefit

Most of these efforts also help connect lower-income
families to free tax assistance programs

Top 10 cities by
percentage of

EITC taxpayers
using volunteer

preparer, tax
year 2004

Rank | City Taxpayers | % Taxpayers
1 Tulsa, OK 4,472 13.5
2 Rochester, NY 2,036 8.3
3 Albuquerque, NM 3,047 7.7
4 Minneapolis-St. Paul, MN 3,105 7.0
5 Madison, WI 606 6.9
6 San Antonio, TX 8,209 5.8
7 Des Moines, IA 745 5.2
8 Portland, ME 236 5.2
9 Hartford, CT 787 5.0
10 Milwaukee, WI 2,883 5.0
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Background Effects

Maximizing Benefit

Members can publicize the EITC at tax time using newsletters,
websites, op-eds, and public service announcements

SHERAGD BAOWN
STIET

ATEEMTH [0

Congress of the Tnited States
E_!DIUH.‘ of .l’\tpt‘tﬁ'tﬂf:lllht’s
Mashingion, B 20515

Sample PSA Script

Hi. This is Congressman Sherrod Brown.

If you earned less than $34,000 this year, you may
qualify for the Earned Income Tax Credit — the EITC.

You could receive up to $4,200 when you file your
taxes. The EITC can help you pay bills, save for
college or buy a car.

Community tax preparers can file your taxes for free,
and help you get all your money back, with no extra
fees or costs.

Call the Lorain County Tax Assistance Campaign at
XXX-XXX-XXXX for more information about the EITC or
to find a tax preparation site near you.

LS. Representative David Price
4 Distriet of North Carolina

For Kelrase: frrredinie Crnmiact: Briclpel Lowell
Dare: April 3, 2004 Pliowe: 202-125- 1784

Morth Carolinians Are Due a 59751 Hefund
Frice Parmers With Local Coalirion To Help Working Families File Taves

DURILAM - Today. U5 Rep. David Price (NC-04) partetred with the Money Wise
[hrhermn Coahtiom and ETTC Carolmee o belp aorkmyg Bambes reclanm amd Keep fax
coeddats they ave entibed o

About 13-23% of lower-income working families who are eligsbbe for the Exmed Income
Tax Crechi (EITC) don | get o, smmply becaee they don't know how to file fom il In
North Carclinn, thar reanslares fno 5970 in unelaimed EITC refunds — S0 of i in
Price’s district alone.

“The ETTC will be especially mmportant thas year, a5 Triangle famalies struggle to recover
Bom an eoononue dowalim,” saad Prace. *“Ths tax ciedsl cam be a vatal lood m belpang
people mvest in education of put a down payment on 2 house. And it puts money in the
Tt of these who peed o amd wall spesud of qpockly, creating 2 musch-pesded damibus B
our lapging econenmny

Price. along with the Retred Sensor Velunteer Program (RSVF) of Durhom and ETTC
Carohmas, ledped to explam e EITC, refeaw mmportmt dalstes aboul Gax refimds
Warth Carolinssms are due, and show workimg families and sesiors how 1o file for this
much-needed mx credic. The RSV volumteers remadned avaiable for 3 hours to belp
seniors and families with their tax rehams.

AR nme when 50 many of North Casolina's workmy famslees are stugglng 1o make
ends maeet, no one can afford to leave this money cn te fable.” said Lucy Gorham,
derector of ETTC Carolinas. “We believe through an coganized statewide effort we can
hedp these Lrmbes el m helpmg them, we belp thes commmnies and the slate

The ETTC 15 a federal credit for working famalies naking uwp to S 692, designed to
provide them with a credin on their eamed income Teserves a5 an inceanve for families
1o work rather than recerve pubhe acrdmce effechvely pedoemy then amual tax
burdens by providing them 3 refundable credit. The credit can pur mose than 54,000 1
the pockets of those who qualify. with an average credit of 51,700, In the Last year for

whnch we lave mitmmaton, e oreddst helped (o hit 4 7 mnfhon people out of povesty
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Background Effects Maximizing Benefit

Members can participate in outreach campaigns
by visiting free tax assistance sites in their districts

i wonuroncs CENTERS &* .

: AT LITTLE ROCK

FREE TAX HELP!

;S o

Rep Jim Snyder in Little Rock, AR

Rep. Kendrick Meek in Miami, FL

METROPOLITAN POLICY PROGRAM



Background

Effects Maximizing Benefit

Members can provide modest financial support for

these community-led efforts

Bipartisan co-sponsored S. 1219 (Taxpayer
Protection and Assistance Act) would authorize
Treasury to provide up to $10M annually to qualified
return preparation clinics

These clinics would provide free tax assistance to
families with incomes under $45,000 a year

Companion legislation has not yet been introduced
in the House
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Background

Effects

Our website provides information on the EITC by

Congressional District

www.brookings.edu/metro/eitc
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