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Tax Credit Benefits Reach Millions of Our Most Vulnerable Children 
 
The Earned Income Tax Credit (EITC) lifts more children out of poverty than any other program.  
In the most recent year for which data are available, the EITC lifted 4.4 million Americans in the 
United States above the poverty line, including 2.4 million children.  Without the crucial income 
supplement that the EITC provides, it is estimated that the child poverty rate would have been 
one-fourth higher.i   
 
According to the most recent year of available data from the Internal Revenue Service (IRS), over 
370,000 Mississippi taxpayers received the EITC for the 2005 tax year.  Yet, nearly $60 million 
dollars were lost statewide to tax preparation fees, Refund Anticipation Loans (RALs) and other 
commercial products used to access tax refunds.  The highest concentration of funds lost was in 
the poverty-stricken Mississippi Delta and the hurricane-recovering Gulf Coast— two locations that 
can ill afford to lose extra money that could be used to lift families out of poverty.   

 
EITC Boost to Local Economies  
 
The EITC is one of the most effective work support tools to assist families who work full- or part- 
time but earn low wages.  The EITC means real money in the pockets of eligible individuals and 
families.  In Mississippi, the poorest state in the United States, the funds generated from the EITC 
serve as an extra economic boost to local communities, especially to poverty-stricken areas of the 
Mississippi Delta and the hurricane ravaged Gulf Coast.  Surveys show that most EITC recipients 
use their refunds to meet short- to medium-term needs such as repairing their car, catching up on 
rent and utility bills, and purchasing clothes for their children.ii      

 
Figure 1: Total Dollars Lost to Tax Preparation Fees, Refund Anticipation Loans (RALs) and Refund Anticipation  
Checks (RACs) in Mississippi Cities with the Highest Number of Returns Filed, Tax Year 2005  
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Jackson 73,587 31,541 67.8% 43.0% $ 4,749,810 
Gulfport 30,736 9,349 75.8% 36.8% $ 1,468,410 

Hattiesburg 29,958 8,851 77.3% 41.5% $ 1,446,840 
Brandon 27,061 3,805 69.0% 32.1% $ 533,040 
Meridian 25,075 8,228 83.3% 47.9% $ 1,469,280 

Biloxi 21,879 4,893 72.7% 29.8% $ 707,940 
Vicksburg 20,890 7,055 81.1% 42.0% $ 1,189,200 
Columbus 20,092 6,463 61.2% 46.0% $ 920,880 

Tupelo 18,701 5,149 79.2% 47.1% $ 870,360 
Olive Branch 17,678 2,462 71.0% 35.2% $ 358,950 

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). CDF calculations.  
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. 

 


