
 

 
The Children's Defense Fund Leave No Child Behind® mission is to ensure every child a Healthy Start, a Head Start, a Fair Start, 

a Safe Start, and a Moral Start in life and successful passage to adulthood with caring families and communities. 
Produced with the generous support of the Freddie Mac Foundation and the Prudential Foundation. 

  
   

EITC Boost to Local Economies 
The financial contribution of the EITC extends far beyond enhancing the income and well-being of 
lower-wage working families and their children.  The EITC also infuses substantial money into the 
local economy.iii 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.iv   
 
Billions Lost Annually in EITC Benefits Paid to Working Families 
The limited studies that have attempted to measure the economic impact of the Earned Income 
Tax Credit 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.v  Another study in 
Baltimore found that EITC benefits generate almost $600,000 in local income and property tax 
revenues.vi  Unfortunately, cities such as San Antonio and Baltimore do not benefit fully from 
increasing EITC participation rates because billions of dollars of EITC benefits intended for 
working families are diverted to commercial tax preparers and lending institutions.  

 
Increased education and advocacy to expand knowledge of the EITC and promote its greater 
application has helped millions of working families claim these key benefits they have earned.  Yet 
the ability of the EITC to decrease poverty has not been fully attained.  For tax year 2005, tax 
preparation fees, RALs, and other commercial products used to access tax refunds in total 
diverted $3 billion in EITC benefits to commercial tax preparers and lending institutions. 

 
Figure 2: U.S. Counties with the Highest Percentage of Refund Anticipation Loan (RALs) Purchases, Tax Year 2005 
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Benson, ND 2,643 998 87.6% 60.5% $191,970 

Dillon, SC 12,380 5,353 75.4% 59.6% $939,720 

Marlboro, SC 11,299 5,009 80.4% 59.5% $913,170 

Ziebach, SD 444 184 91.8% 58.8% $35,700 

Anson, NC 9,739 3,621 90.8% 57.8% $713,220 

Corson, SD 1,334 563 91.3% 57.0% $109,650 

Bamberg, SC 5,711 2,316 65.3% 56.3% $365,070 

Scotland, NC 15,717 5,441 85.8% 56.0% $1,019,190 

Terrell, GA 4,471 2,003 79.5% 55.7% $359,070 

Shannon, SD 6,364 3,216 89.6% 55.4% $617,760 

Rolette, ND 5,009 2,023 85.7% 55.2% $375,270 

Edgecombe, NC 23,331 8,932 79.5% 55.2% $1,593,300 

Crisp, GA 8,450 3,523 80.0% 55.0% $633,180 

Emporia, VA 5,598 1,853 78.1% 54.6% $326,790 

Tunica, MS 5,244 2,843 88.4% 54.4% $551,070 

Greensville, VA 1,387 388 74.5% 54.3% $65,580 

Issaquena, MS 331 181 48.6% 54.2% $23,970 

Bennett, SD 1,138 419 88.1% 53.8% $78,990 

Glacier, MT 5,332 2,050 81.9% 53.8% $369,570 

Kenedy, TX 157 68 60.3% 53.7% $10,080 

Sharkey, MS 2,180 1,193 41.1% 53.3% $143,490 

Taliaferro, GA 706 301 63.5% 52.9% $45,900 

Tallahatchie, MS 4,663 2,560 78.3% 52.8% $449,730 

Desha, AR 5,796 2,271 78.6% 52.8% $394,980 

Pemiscot, MO 6,757 2,513 85.4% 52.7% $463,080 

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. 


