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The Earned Income Tax Credit helps working families keep more of what they earn. The 
federal EITC was started in 1975 and has enjoyed bipartisan support ever since.

It lifts 5.8 million people, including 3 million children, out of poverty each year by providing 
a tax credit based on income and family size that gets applied to a family’s tax bill. 
Anything left over after the credit gets refunded to them, just like any other tax refund.

The EITC helps make work pay, and it could do more.

The EITC has seen bipartisan support since its creation in 1975

OVERVIEW
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The good news: Virginia has a state version of the EITC for certain tax fi lers. It was created as part of the 2004 
tax reform package, and is set at 20 percent of the federal EITC.

The bad news: it isn’t refundable so the state does not give all families the full value of their credit. 

Making the state EITC refundable, as it is in 23 other states and the District of Columbia, would return about $250 
million each year to the pockets of hard-working Virginians and spread that money throughout the local economy.

This book explains how the EITC works, who it works for,
and how lawmakers can improve it.

Virginia’s EITC and How It Can Be Improved

OVERVIEW

Missing Out on the Full Value of the EITC

2



SECTION I

ABOUT THE EITCABOUT THE EITC



SECTION I: About the EITC

The EITC supports Virginia’s working families. 

A family must be earning income to be eligible for the EITC. 
And for families earning low wages and struggling to make 
ends meet, the EITC is an economic boost.

The EITC is an Effective, Targeted Economic Boost
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SECTION I: About the EITC

The EITC is one of the most effective anti-poverty tools. 

Part of what makes the federal EITC effective is that it’s refundable – meaning 
that if the earned credit is larger than the income tax owed, the remainder of the 
credit is refunded.

This helps families to be able to better afford things like child care and reliable 
transportation to work.

200,000 Virginians, 

including 100,000 

children, were lifted out 

of poverty each year 
from 2011 to 2013 because of the 
federal EITC, together with the Child 
Tax Credit

The EITC Lifts Many Families Above the Poverty Line
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SECTION I: About the EITC

The tapered design of the EITC ensures that a family is 
rewarded for work and does not suddenly lose the boost 
the credit provides just for earning a little bit more.

The EITC is a Well-Designed Tax Credit
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The EITC benefi ts families in every city and 
county in Virginia, with the biggest boost 
going to struggling communities.

The EITC is a Boost to Families Across the Commonwealth

SECTION I: About the EITC
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EITC refunds put money in the pockets of many hard-working Virginians and into local economies.

One survey found that nearly one third of EITC refund dollars were spent on current consumption 
such as groceries, child expenses, household needs like refrigerators and washing machines, and 
other everyday needs. Just over one quarter was initially saved or spent on larger needs like car or 
home purchase or repair, or education expenses.

Just over forty percent of refund dollars were spent on bills or helping a family get out of medical, 
student loan, and other debt.

Boosting Economic Security

Research shows that families 
receiving federal EITC refunds 
use those dollars to help make 
ends meet – often paying for 
basic necessities such as food, 
utility bills, and car and home 
repair.

Source: TCI analysis of “The Role of Earned Income 
Tax Credits in the Budgets of Low-Income Families,” 
Social Services Review, September 2012.

SECTION I: About the EITC
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The EITC is more than an economic 
boost. It is a long-term investment in 
health, education, and more.

The EITC Has Long-Term Benefi ts

SECTION I: About the EITC
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The EITC is a work support and can boost the 
ability of individuals to move up in their careers.

Research shows that when people have taken 
advantage of the federal EITC and state EITC 
supplements in the past, they often can’t claim 
the credits within two years because their 
earnings increase too much!

The EITC is a Hand Up for Many Families

SECTION I: About the EITC
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SECTION II: Improving Virginia’s EITC

Of states that have enacted an EITC, Virginia is just one of a few that do 
not give the full value of the credit to all families who have earned it.

Twenty-nine States and DC Have Enacted EITCs, as of 2017
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SECTION II: Improving Virginia’s EITC

Virginia’s state EITC – equal to 20 percent of the federal credit – 
piggy-backs on the federal EITC and helps offset state and local 
taxes such as sales and property taxes.

Right now, the federal refundable EITC helps a broad range of 
people. Virginia’s corresponding credit, however, is more limited.

Virginia EITC Helps the Federal Credit Go Further
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SECTION II: Improving Virginia’s EITC

Working families who will benefi t from a refundable credit will 
receive a few hundred dollars on average.

What may seem like a small amount can be the difference between 
having the funds to fi x a car to get to work or losing a job.

The Virginia EITC Could Do More for Families

Source: TCI calculations based on EITC 
parameters for tax year 2018.
Note: Does not account for Spouse Tax 
Adjustment therefore may underestimate benefi ts 
of refundability.
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SECTION II: Improving Virginia’s EITC

If Virginia’s EITC were refundable, it could boost the 
benefi ts of work for families with children and help offset  
other state and local taxes, like sales and gas taxes, that 
we know working families pay.

A Refundable State EITC Helps Offset State and Local Taxes
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SECTION II: Improving Virginia’s EITC

A Refundable EITC Benefi ts a Range of Working Families
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SECTION II: Improving Virginia’s EITC

EITC Provides a Boost to Veterans and Military Families

55,300 veteran and 

military families
in Virginia could benefi t from 
a refundable EITC

Source: CBPP analysis of IRS data on the total number of EITC fi lers in tax year 2015, and CBPP analysis of American Community 
Survey 2014-2016 data to determine the share of such tax fi lers in each state that were military families. Numbers are rounded to the 
nearest 100.
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SECTION II: Improving Virginia’s EITC

The EITC helps families afford the necessities like 
child care, and these credits are a critical tool to 
boost women’s long-term economic prospects.

Many of these women would 
be boosted by a refundable 
state credit.

of households who receive the 
federal EITC include a woman 
who works.6464%%

hard-working women in Virginia 
earn the federal EITC.

410410,,000000
EITC is a Boost to Women and Their Families
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SECTION II: Improving Virginia’s EITC

Families with low incomes spend more of what they earn 
on the basics, and they spend it locally.

If the EITC was refundable, even more EITC dollars would 
be going into businesses in small and rural communities.

The EITC is a Boost to Rural Areas, Small Towns
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SECTION II: Improving Virginia’s EITC

Almost Half of Virginia Families Who Receive the Federal EITC are Families of Color

Source: Urban Institute’s Analysis of Taxes, Transfer, and Income Security Model (ATTIS), using data from the 2015 American Community Survey

Families of Color
46.3%

Many of these families would benefi t from making Virginia’s EITC refundable – allowing these families 
to keep more of what they earned.
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