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a Safe Start, and a Moral Start in life and successful passage to adulthood with the help of caring families and communities. 
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The limited studies that have attempted to measure the economic impact of the EITC on local 
economies signal substantial potential of these monies to contribute to growth and productivity.  
An analysis of EITC population and participation rates by researchers in San Antonio concluded 
that increasing the number of EITC claims would be highly beneficial, with each additional dollar 
received generating roughly $1.58 in local economic activity.iii  Another study in Baltimore found 
that EITC benefits generate almost $600,000 in local income and property tax revenues.iv  
Unfortunately, cities such as San Antonio and Baltimore do not benefit fully from increasing EITC 
participation rates because of the billions of dollars of EITC benefits intended for working families 
that are diverted to commercial tax preparers and lending institutions. 
 
Billions Lost Annually in EITC Benefits Paid to Working Families 
 
Increased education and advocacy to expand knowledge of the EITC and promote its greater 
application has helped millions of working families to claim these key benefits they have earned.  
Yet the significant poverty reduction potential of the EITC investment continues to fail to be fully 
realized.  For tax year 2005, tax preparation fees, RALs and other commercial products used to 
access tax refunds diverted $3 billion in EITC benefits nationwide to commercial tax preparers and 
lending institutions. 

 
Figure 2: Mississippi Counties with the Highest Number of Tax Returns Filed, Tax Year 2005 

County 
Number of Tax 

Returns 
Number of EITC 

Tax Returns 

% of EITC 
Returns Using 

Paid 
Preparers 

% of EITC 
Returns That 

Received 
a RAL* 

Dollars Lost to Tax 
Preparation, RALs and 

RACs** 
Hinds 103,395 38,538 67.2% 41.6% $ 5,712,750 

Harrison 71,648 18,943 74.2% 32.7% $ 2,845,170 
Desoto 60,805 11,538 71.9% 37.9% $ 1,739,100 
Rankin 54,583 10,258 69.8% 34.1% $ 1,472,010 
Jackson 47,923 12,243 76.0% 32.9% $ 1,876,980 
Forrest 38,342 10,965 76.8% 39.5% $ 1,760,640 

Madison 37,053 8,534 57.7% 36.9% $ 1,112,640 
Lee 36,300 10,457 79.6% 46.0% $ 1,760,790 

Lauderdale 31,610 10,201 82.8% 47.1% $ 1,805,310 
Jones 24,449 7,735 79.8% 45.2% $ 1,304,820 

Lowndes 24,096 7,695 62.7% 46.2% $ 1,114,830 
Washington 21,363 10,464 76.8% 51.9% $ 1,821,690 

Warren 21,187 7,146 81.0% 42.0% $ 1,203,450 
Pearl River 19,499 5,589 77.8% 30.6% $ 856,770 

Pike 16,339 6,895 70.5% 42.0% $ 1,065,120 
Marshall 16,206 5,953 85.5% 50.4% $ 1,088,100 
Panola 14,912 6,131 77.0% 49.6% $ 1,039,650 

Oktibbeha 14,829 4,249 71.9% 45.8% $ 675,840 
Lafayette 14,296 3,254 75.9% 37.0% $ 502,860 
Bolivar 13,959 6,443 81.3% 44.2% $ 1,104,360 
Monroe 13,558 4,480 83.9% 50.1% $ 805,290 
Alcorn 13,400 3,761 84.6% 44.7% $ 655,920 

Neshoba 12,635 4,331 83.8% 48.5% $ 768,900 
Adams 12,608 4,896 82.9% 36.7% $ 824,970 
Copiah 12,337 4,755 71.6% 41.6% $ 735,810 

Mississippi Totals 1,130,867 370,490 75.7% 42.6% $ 59,772,330 
U.S. TOTALS 130,354,745 22,053,667 70.9% 26.8% $3,029,007,780 

           SOURCE:  Internal Revenue Service SPEC Information Database, Tax Year 2005 (December 2007).  Calculations by CDF.   
Notes:  *Of those who receive a refund.  **Calculated based on a $150 average tax preparation fee, a $100 average RAL fee and a 
$30 average RAC fee. 

 
 
Tax preparation fees.  A number of factors underlie this substantial redirection of EITC 
investments.  First is the heavy dependence on external providers for tax preparation.  For millions 
of tax filers both the complexities of federal and state tax laws and the time required to compile the 
requisite documentation and prepare and file tax returns often seem onerous.  Hence, a significant 
portion of U.S. tax filers each year ultimately turn to commercial tax preparation services and 
private tax consultants to prepare their federal and state tax returns.  This is especially the case 
among low-income filers.  For tax year 2005, nearly 76 percent of EITC recipients in Mississippi 


