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 During presentations, audience will be on “listen 

only mode.” 

 We will take questions during the Q&A portion. 

 How to ask a question: 

 Use the “chat function” on your screen 

 Raise your hand by pressing *1 on your phone. 

 To lower your hand press #. 



Webinar Overview 
I. Welcome 

 Ami Nagle, EITC Funders Network 

II. Presentation 

 Elizabeth Kneebone, Brookings Institution 

III. Q&A 

 

3 

EITC Funders Network 



Who We Are 

 Who We Are 

More than 220 
Members 

 Every State in the 
Union 

 Corporate Foundations 

 Family Foundations 

 Community Foundations 

Governmental Entities 

 United Ways 

 

 

 What We Do 

Meetings 

Webinars 

 eNewsletter 

Website 

 Consultation 
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EITC Funders Network 

Elizabeth Kneebone 

 

Fellow 

 

Brookings Institution 
 



The EITC and the Great Recession 

Elizabeth Kneebone, Fellow 



Earned Income Tax Credit Series 

Documents the role the Earned Income Tax Credit (EITC) 

and other provisions in the tax code increasingly play in 

delivering support to low-income workers, their families, 

and their communities.  

 

Now a part of the Brookings Metropolitan Opportunity 

Series, which explores the shifting geography of poverty 

and opportunity in the nation’s largest metro areas. 



The Earned Income Tax Credit 

Background on the EITC I 

II Effects of the EITC 

III Maximizing the EITC’s Benefit 

IV Resources 



The federal EITC is a refundable tax credit for people who 

work but have low incomes 

• History of bipartisan support 

Created in 1975, it has been expanded under both 
Democratic and Republican administrations – in 1986, 
1990, 1993, 2001, and in the 2009 American Recovery 
and Reinvestment Act 

 

• Refundability is key 

Even if taxpayers have little or no tax liability, workers 
benefit from this credit in the form of a refund   



The amount of EITC for which taxpayers qualify depends on 

income and family size     
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Poll Question 
The American Recovery and Reinvestment Act made important changes to the tax 

code, including creating a third tier of the EITC for families with 3 or more children. 

What is the last tax year filers will benefit from these 

expansions under current law? 

A. Tax year 2010 

B. Tax year 2011 

C

. 

Tax year 2012 

D. They are not set to expire 
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Source: Brookings Institution analysis of IRS Data *2009 and 2010 data reflect returns filed between January and June. 

The effects of the Great Recession and ARRA expansions led to a 

marked uptick in the share of EITC filers 



The rate of EITC receipt varies widely across the country 



With the biggest increases since the recession concentrated 

in the Intermountain West and Southeast 



Source: Brookings Institution analysis of IRS Data 
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Dollars claimed through EITC, 
2000 to 2010 

*2009 and 2010 data reflect returns filed between January and June. 

In 2010, EITC filers received $58.3 billion through the credit 

for an average benefit of $2,247 



Poll Question 

Which state saw the greatest increase (in $ amount)  

in EITC dollars claimed between 2007 to 2010? 

A. Texas 

B. Florida 

C

. 

Georgia 

D. California 



Poll Question 

Which state saw the greatest increase (in $ amount)  

in EITC dollars claimed between 2007 to 2010? 

A. Texas 

B. Florida 

C

. 

Georgia 

D. California + $1,138,101,596  

+ $387,258,225 

+ $837,188,666 

+ $929,664,807 



Every state benefited from an increase in EITC dollars 

during the recession 



On average, filers in the South receive some of the largest 

credits 



Source: Brookings Institution analysis of IRS Data 
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ACTC Dollars Claimed by EITC 
Filers, 2004-2010 

*2009 and 2010 data reflect returns filed between January and June. 

The Additional Child Tax Credit was also expanded under ARRA, 

and helped boost take home pay for 60 percent of EITC filers in TY 

2010.  



On average, EITC filers receiving the ACTC took home an 

additional $1,234 in 2010 



Source: Brookings Institution analysis of IRS Data 

Filers Claiming 

Both EITC and 

ACTC 
% of EITC Filers 
Claiming ACTC 

ACTC Dollars  

Claimed (millions) 

Arkansas 194,743 64.0% $235 

California 1,741,062  60.3%% $2,183 

Illinois 601,108 60.3% $740 

Mississippi 260,000 64.5% $309 

New York 946,865 57.0% $1,133 

Texas 1,714,904 67.1% $2,217 

Combined State Impact of EITC and ACTC, Tax Year 2010 

In states like California and Texas, that translated to an additional 

$2.2 billion in federal support 

*2010 data reflect returns filed between January and June. 





EITC dollars stimulate state and local economies through a 

“multiplier” effect 

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

expenses. 

EITC dollars spent in Baltimore generate nearly $600,000 in annual local 

income and property tax revenues. 

The city of San Antonio estimated that each additional $1.00 in EITC claimed 

would generate $1.58 in local economic activity. 

Source: Spader, Ratcliffe, and Stegman (2005) 

  

Source: Texas Perspectives (2004) 

  

Source: Jacob France Institute (2005) 

  

In Michigan, every EITC generates $1.67 in new earning, meaning residents 

received an additional $688 million in new earnings in 2006. 
Source: Anderson Economic Group (2009) 

  



The EITC also contributes to broader anti-poverty effects  

Lifting people out of poverty: Census Bureau figures show that in 2011, the EITC lifted 

5.7 million people above the poverty line. 

Impact on children: Recent research finds that raising a poor family’s income by $3,000 

a year (a typical amount for a poor family to receive from the CTC and EITC) between a 

child’s prenatal year and fifth birthday is associated with a significant increase in the 

child’s earnings in adulthood. 

Source: U.S. Census Bureau, Income, Poverty, and Health Insurance Coverage (2011) 

  

Continuing importance: 4 of the 10 occupations that the Bureau of Labor Statistics 

expects to generate the most new jobs over the next decade — home health aides, food 

preparers, personal care aides, and retail salespersons — paid median wages that, in 

2010, would have placed them below the poverty line for a family of four with two 

children. 

Source:  Duncan, Ziol-Guest, and Kalil (2010) 

  

Impact on single mothers:  Research has overwhelmingly found that the EITC is 

successful at encouraging the employment of single parents, especially mothers. 
Source: Eissa and Hoynes (2005) 

  

Source:  Burueau of Labor Statistics, Occupational Outlook Handbook, 2010-2011 Edition 
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Source: Brookings Institution analysis of IRS Data 

EITC filers remain more likely than other filers to use a paid preparer 

*2010 data reflect returns filed between January and June. 

0.0% 
10.0% 
20.0% 
30.0% 
40.0% 
50.0% 
60.0% 
70.0% 
80.0% 

Share of Filers Using Paid 
Preparers, Tax Year 2010 

EITC Filers Non-EITC Filers 



Poll Question 

Almost 28% of EITC filers requested refund 

anticipation loans in Tax Year 2009. What was the 

percentage for Tax Year 2010? 

A. 20% 

B. 15% 

C

. 

5% 

D. 0% 



Poll Question 

Almost 28% of EITC filers requested refund 

anticipation loans in Tax Year 2009. What was the 

percentage for Tax Year 2010? 

A. 20% 
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C. 5% 

D. 0% 



Source: Brookings Institution analysis of IRS Data 
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*2010 data reflect returns filed between January and June. 

With the removal of the debt indicator, RALs have dropped 

significantly 
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Source: Brookings Institution analysis of IRS Data *2010 data reflect returns filed between January and June. 

However, RACs have become increasingly common, particularly 

among EITC filers  



Source: Brookings Institution analysis of IRS Data *2010 data reflect returns filed between January and June. 

With rates topping 60 percent in states like Arkansas and Texas, 

and rising as high as 76 percent in Mississippi 
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Source: Brookings Institution analysis of IRS Data *2010 data reflect returns filed between January and June. 

Volunteer tax preparation has gained market share, though 

remains under 2.5% 
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“In addition to marketing, education, and provision of direct 

service, some of those active in the EITC Movement have 

advocated for fundamental policy changes aimed at 

benefiting the EITC population as broadly defined (low-

income workers and their families). These efforts have 

yielded notable results.” 
 

--Steve Holt, “Ten Years of the EITC Movement”  

ARRA expansions 
 

 

 

State tax credits 
 

 

Split refunds 
 

 

 

Savings bonds 

Public backing of community 

tax sites 
 

 

 

Curtailment of RALs 
 

 

 

Efforts to regulate paid 

preparers 
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The Brooking website contains a range of resources on the EITC and 

related credits, including detailed tax return data on our interactive 

website 

Tax years 2009 and 2010 will be added in November  



You can change your 

selection at any 

point, and choose to 

view reports online 

or download data 

into Excel. 

You can request information on  

all tax filers  or EITC filers alone, and 

choose which variables to view  

The Brooking website contains a range of resources on the EITC and 

related credits, including detailed tax return data on our interactive 

website 



The Brooking website contains a range of resources on the EITC and 

related credits, including detailed tax return data on our interactive 

website 

EITC Interactive 

reports also link 

directly to 

PolicyMap.com, 

allowing you to 

visually display your 

data 



We plan to release updated state- and metro-level profiles of the 

EITC-eligible population, which can help inform targeting and outreach 

as well as advocacy efforts…  



Visit: www.brookings.edu/about/programs/metro/eitc/eitc-homepage 

  

And to continue modeling the impact of proposed tax policy changes 

to inform the looming tax reform debate  



Q&A 

EITC Funders Network * www.eitcfunders.org 

 

 How to ask a question: 

 Use the “chat function” on your screen 

 Raise your hand by pressing *1 on your phone. 

 To lower your hand press #. 



For more information: 

• EITC Funders Network 

 www.eitcfunders.org  

• Brookings Institution 

 www.brookings.edu  

 

Complete our evaluation survey! 
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