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As a student enrolled in ACC 597 (Accounting Internship), I have had the opportunity of joining the IRS’s 
Volunteer Income Tax Assistance (VITA) program where low-to-moderate income workers and families  file 
free tax returns with the assistance of volunteers. Because the amount of tax refunds varies by case, a factor 
making a significant difference is the refundable tax credit known as the Earned Income Tax Credit (EITC). 
Out of interest for EITC, I used published research studies and government reports to gain a deeper 
understanding. Enacted by President Gerald Ford in 1975, EITC has gained bipartisan support because of its 
ability to increase and reward work, reduce reliance on welfare, and its ability to lift millions of Americans 
out of poverty.   

 
• Enacted in 1975 by President Ford as a temporary tax provision to 

  avoid taxing the working poor deeper into poverty (SS tax) 
  lift families with children out of poverty 
  decrease reliance on welfare 
  incentivize work 
  stimulate economy  (1974 recession) 

• It was a success! 
 1978 EITC was made permanent. 
 Gained bipartisan support 
 Has undergone expansions by democrats and republicans 

 Latest extension is part of President Bidens $1.9T stimulus package 
 

Exclusion of ITIN Workers 
• 4.1 million U.S. citizen children have either one both parents who are unauthorized immigrants. 

(Migrationpolicy.org) 
• Citizen children can’t benefit from EITC if one or both parents do not have SS#  

 2020, California first state to include ITIN worker with children under age 6 for state EITC  

EITC and Single Mothers 
• Single working mothers have had the most positive impact from EITC 
• Increase workforce 
• Reduced reliance on welfare 
• Better health outcomes 

 Better mental health  

• The benefits are greater for single mothers living in urban areas vs. rural areas 
 

EITC and Children 
• EITC lifts millions of children out of poverty 
• Reduces infant mortality  
• Results in better school performance 
• Better mental health 

 

EITC  Economic And Non-Monetary Benefits 

EITC And The Economy 
• Provides extra cash to its recipients 
• In 2020, 25 million qualifying EITC recipients received $62 billion. (irs.gov) 
• The average EITC received was $2,461 nationwide (irs.gov) 
• The refund is spent by recipients 

 Improving their quality of life 
 Improving business growth/ economic growth 

Unequal Distribution of EITC 

                                                                    Single Workers Taxed Into Poverty 
• Single workers were included into EITC in 1993 with a maximum of $223 
• That amount has not increased ever since (only adjusted to inflation) 
• Low wage single workers are primarily Women, Hispanics, and Blacks 

• Taxed deeper into poverty  
• 3/10/2021, President Bidens $1.9T Rescue Plan includes impressive temporary 

expansions  
 Increasing the maximum EITC from $530 to $1,500 
 Increasing the income limit from $16,000 to $21,000 
 Expanding the age qualifications to include workers age 19-24 and all 

workers 65+ 
 

According to the Center on Budget and Policy Priorities, in 2018 the Earned Income Tax Credit has lifted 5.6 
million people out of poverty, 3 million of them children. Despites its economic benefits, new research 
suggests the increase of income from EITC makes a significant impact on the emotional and physical well-
being of recipients of all ages. EITC’s positive effects are most effective particularly on single mothers and 
their children. From decreasing infant mortality, to better school performance, the economic and non-
monetary benefits are endless. As a credit with positive outcomes, it does not stand without flaws. 
Disadvantaged groups such as low earning single workers whose benefit are minimal and the EITC ineligibility 
for ITIN workers creates inequality which leaves millions of deserving workers and families  with little to gain 
or entirely excluded.  

                              Qualifications  
• Have “earned” income  
• Be a lawful resident with SS# 
• Age (25-65) 
• Filing Status (married filing separately disqualified from EITC) 
• Amount of investment income (less than $3,650) 
• Number of  qualifying children 

 Maximum EITC by  number of qualifying children 
 Zero: $543 
 One: $3,618 
 Two: $5,980 
 Three: $6,728 

 
 

 
 
 
 

 
 
 

How EITC Works and Who Can Claim It (2020) 

46 Years of History 

Introduction 

Conclusion 

 
 

To Claim the EITC recipient must file 
federal tax return 

 
• Can be prepared by recipient 

 Complicated process 
 Often leads to claiming too 

much or too little due to error 
• Can be completed by paid tax 

preparer  
 Expensive for EITC recipients 

• Can be prepared for free by 
agencies (ex. VITA) 

 Free, reliable, but many 
recipients don’t know about 
it 

 
EITC is distributed once a year 
 By mail, or 
 Direct deposit 
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