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troduction

The EITC Funders Network brings together funders interested in the Earned Income Tax Credit
(EITC), free- and low-cost tax preparation, and asset building. By bringing these funders
together, the Network seeks to increase awareness of EITC-related projects, foster collaboration,
share information about the current status of EITC-related work, and help shape the future of the
field.

The Goal of this Report: In 2007, through funding provided by the W.K. Kellogg Foundation
and the Annie E. Casey Foundation, the EITC Funders Network sought to gain a greater
understanding of Earned Income Tax Credit outreach and free-tax preparation activities in rural
and Native American communities. The goals of this research were:

e To learn from those funding and working in rural and Native American communities
about best practices and promising innovations.

e To create a base of knowledge to support opportunities for cross-pollination and
collaboration in the field.

e To provide background information for funders interested in expanding EITC and
economic opportunity efforts in their own communities.

To help inform this work, the EITC Funders Network interviewed 41 key informants from
groups including foundations, grantees, and the Internal Revenue Service about the issues facing
rural communities and the state of the EITC field. (A list of interviewees can be found in
Appendix A.) Key informants were asked a series of questions designed to explore:

e EITC work that is currently being funded and implemented in rural and Native American
communities and innovative strategies to help more families access the EITC.

e The challenges to ensuring that rural families access EITC.

e An examination of how funders and programs are linking EITC with other supports for
low-wage workers, including asset-building strategies.

e An exploration of what key informants perceive to be opportunities in the field.

This background paper was originally designed to stimulate thinking and dialog among
participates at the Rural America—EITC and Family Economic Opportunity meeting held in
Charlotte, NC on December 6" & 7™, 2007. The findings and recommendations developed
during this meeting have been incorporated in this paper. (A list of meeting participants can be
found in Appendix B.)

This research was not meant to be exhaustive nor profile every EITC-related program in every
rural community. Rather, this paper was intended to provide the background information
necessary to catalyze and sustain a conversation on the state of EITC and other asset-building
strategies in rural communities. It is our intention that by initiating this conversation we will
also create opportunities to share best practices and promising innovations, and to guide possible
future investments and collaborations.
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This paper provides background information on rural poverty and EITC participation in rural
communities, identifies the challenges and opportunities faced in rural communities, describes
foundation support for EITC-related work, and summarizes strategies used in rural communities
and opportunities for funders and the field.
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ackground and Environment

Working Poor in the United States What is Rural?

Poverty in the United States is often characterized as urban in | There are different ways to define

nature—abandoned downtowns, blighted housing projects, “rural.” While this paper takes no

idle adults with no job and no prospects. position on which definition to use, it
may be of interest to note that the US

However, the real picture of poverty in America is much Census Bureau defines a rural area as

different. Hidden behind that urban myth is a more prevalent | any area outside an urban area.
reality—working-poor families in rural communities. In

2003, 14.2% of the 7.5 million people living in non-metro According to this definition, 21% of
areas were poor. This compares to non-rural places (those the US population—or 59.1 million
with more than 1 million people) where the poverty rate is people in 2000—Ilived in a rural area.
about 11.5%. In towns of 20,000 people, where the town is

adjacent to a metro area, the poverty rate increases to 13.3%. For more definitions of “rural” visit:

In those same size towns not adjacent to a metro area, there is | http://www.ers.usda.gov/Data/Rural Definit
a 15% poverty rate.! As our communities become smaller ions/documentation.htm.

and more isolated, they also become poorer.

Chart 1. Population Density and Poverty

As population goes down, poverty goes up
16% ——

14% — -
12% — -
10% 1 —
8% {— —
6% {— —
4% 1 —
2% 1 —
0%

% in Poverty

>1 Million 250,000 - <250,000 20,000 20,000 <20,000 <20,000
1M Adjacent Non Adjacent Non
Adjacent Adjacent

Source: US Department of Agriculture, Economic Research Service.

Although the rate of poverty in rural areas exceeds urban poverty, it is important to note that
rural poverty is related to the rural context rather than the specific characteristics of rural
families. For example, researchers found that when holding household characteristics constant,
non-metropolitan status increased the likelihood of being poor by 40%. When these researchers

! US Department of Agriculture, Economic Research Service. “Rural Income, Poverty, and Welfare” updated
November 2004.
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added controls for labor market characteristics, the increase of poverty in non-metro areas fell to
19%, leading to the conclusion that the “...context of non-metropolitan America rather than the
composition of non-metropolitan Americans” (emphasis in the original) may be the real story of
rural poverty. 2

Poverty in Indian Country: With almost twice the national poverty rate, some of our country’s
poorest individuals are from Native American communities®.

An examination of the US counties with the highest poverty concentrations shows the poverty
rate of Native Americans is 41%, a level greater than that of the dominant minority in other types
of high-poverty counties. These Native American counties also have the highest proportion of
families in deep poverty. A full fifth of the total population in these areas lived in households
with incomes below 75% of the poverty line.

An unusually high proportion of those living in poverty in our Native American counties are
children. Native American counties have 5.9 poor children under age 18 for each poor person
age 65 and over. This compares with ratios of 4.2 for every poor older person in Hispanic high-
poverty counties, and just 2.6 in non-metro counties without high poverty.*

Predatory Lending and Rural Communities

Many low-income communities are plagued by predatory lenders—businesses who seek to take
advantage of low-income families by assessing very high fees for check cashing, car and home
loans, payday loans, tax preparation, and Refund Anticipation Loans (RALS).

Rural communities are particularly vulnerable. Lacking access to financial alternatives, rural
residents are susceptible to a range of predatory financial institutions and products that charge
excessive fees and diminish their ability to save and build wealth.”

For EITC eligible families a particularly egregious form of predatory lending is the Refund
Anticipation Loan. Refund Anticipation Loans (RALS) are high cost loans with interest rates
ranging from 36% to 700% depending on the amount of the loan, the fees, and the time it takes
to receive a refund. The loans are offered by commercial tax preparers and independent tax
preparers and are secured by the anticipation of the tax refund a filer will receive. While these
refunds have traditionally been marketed at the time a taxpayers is completing their tax forms,
increasingly they are marketed in the pre-Holiday season. Thus taxpayers are encouraged to take
out high interest loans, secured on what they might receive back at tax time, and use those funds
to pay for end-of-year expenses.

2 Cotter, D.A. “Poor People in Poor Places: Local opportunity structures and household poverty.” Rural
Saciology, 67(4), 534-555. 2002.

¥ US Bureau of Census, 2000.

4 US Department of Agriculture, Economic Research Service. “Rural Income, Poverty, and Welfare” updated
November 2004.

® Carsey Institute. “Subprime and Predatory Lending in Rural America: Mortgage lending practices that can trap
low-income rural people.” Policy Brief #4. 2004.
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Small metropolitan areas and rural communities tend to have some of the highest RAL usage
rates in the country. Nationally (in TY2001), 42.8% of Eared Income Tax Credit (EITC) filers
received a RAL. The percent of rural EITC filers that received a RAL varies by region—with
the South having the highest proportion at 53.1% and the West the lowest at 25.9%. °

Table 1. States with 50% or More of Rural EITC filers
with a Refund Anticipation Loan, TY2001

State % of Ru_ral EITC
Filers with a RAL

South Carolina 62.6%

Mississippi 62.0%

Georgia 59.9%

Louisiana 59.3%

North Carolina 58.2%

Alabama 55.3%

Arkansas 51.6%

Texas 51.0%

Source: Brookings Institution, EITC Series, February 2004.

Refund Anticipation Loans and Minority Families: Not only do predatory lending practices
disproportionally affect rural communities, they disproportionally affect minority families. For
example, a survey conducted by the National Consumer Law Center found that 28% of African-
Americans and 21% of Latinos reported receiving a RAL as compared to 17% of white
consumers.’

Earned Income Tax Credit as an Anti-Poverty Strategy

The Earned Income Tax Credit (EITC) is a tax credit for certain people who work and have
earned income below a set level. For tax year 2007, this level is $37,783. Any tax payer who
earns less than $37,783 is potentially eligible for the EITC. The EITC reduces the amount of
federal taxes owed and may also provide a refund.

The EITC is targeted at working poor families with children, although a small credit is also
available for low-income workers without children. The amount of EITC a taxpayer is eligible
for varies by income level and number of people in the household.

Each year, the EITC lifts 4.4

For example, in tax year 2007 the maximum credit for a family million people out of poverty

with two or more children was $4,716, the maximum EITC for

a family with one child was $2,853, and the maximum EITC for a family with no children was
$428.

® Berube, Alan. “The State of Low-Wage Workers: How the EITC benefits urban and rural communities in the 50
states.” Brookings Institution. February 2004.

"'Wu, Chi Chi. “Picking Taxpayers’ Pockets, Draining Tax Relief Dollars: Refund anticipation loans still slicing
into low-income Americans’ hard-earned tax refunds.” National Consumer Law Center. January 2005.
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Because the EITC puts money back into the pockets of low-income families, the EITC has been
called one of the largest and most effective poverty-reduction programs in the nation. Each year,
the EITC lifts 4.4 million people out of poverty, by bringing their income above the poverty line.

Advance EITC: Taxpayers have the option of receiving the EITC at tax time or spread out
through the year in their paycheck—known as the Advance EITC. Nationally only 52,000
employers participated in the Advance EITC program, and according to the General Accounting
Office only about 3% of eligible EITC filers used the Advance EITC. In rural areas, the returns
may even be lower. According to one key informant, in the entire state of New Hampshire in
2005 only 216 returns with Advance EITC were filed, for a rate of less than 0.04% of all EITC
returns.

State EITCs: There are now 24 states (counting the District of Columbia as a state) that have a
state EITC, in addition to the federal EITC. This is over half of the 42 states (again counting
D.C.) with income taxes. When the new state EITCs scheduled to go into effect in 2007 and
2008 are fully implemented, nearly two out of five recipients of the federal EITC will live in a
state that has also implemented a state EITC policy. Note that many states with a state EITC
have substantial rural populations.

FIGURE 1. Twenty-four States Have Enacted EITCs, June 2008

- States with Refundable EITCs (21)

D States with Non.refundable EITCs (3)

Source: Center on Budget and Policy Priorities, October 2008.
Most states with a state EITC attach their program to the federal credit by allowing families to

claim an additional percent of their federal EITC in a state credit. The amount of state credits
varies from 3.5% in Illinois and Maine to 35% in Washington, DC.
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For low-wage families that live in state with a state EITC, the benefits can be substantial. For
example, a low-income family in Maryland might receive a federal EITC of $1,500. Because
Maryland offers a 20% state EITC, that Maryland family will receive another 20% in a state tax
credit—an additional $450.

State EITCs on the Horizon: A number of states have been laying the groundwork and, in
some cases, drafting legislation to enact a new state EITC or expand an existing one. States that
look the most promising for state EITC work include®:

Connecticut Montana
Kentucky Ohio
Louisiana Pennsylvania
Mississippi

EITC in Rural Communities
The EITC is especially important to rural communities. According to the Carsey Institute®:
e While only 16% of US tax filers in 2004 were from rural areas, rural EITC filers claimed
20% of the $39.8 billion EITC dollars.
e The EITC brought in $7.8 billion to rural communities in 2004.

States with the largest difference between rural and urban EITC receipt in TY2004 include:

Table 2. State EITC Receipt in Rural and Urban Communities in TY2004

State % rural filers receiving EITC % urban filers receiving EITC
Arizona 25.9% 9.6%

Georgia 31.0% 21.0%

Kentucky 24.1% 16.8%

Mississippi 36.3% 27.7%

New Mexico 29.2% 21.8%

South Carolina 29.7% 21.6%

Source: Brookings Institution analysis of IRS data.

As can be seen by the following map, EITC receipt (highest proportions in red areas) are
concentrated in the rural south and southwest—what has become known as the “red-belt” of
poverty.

® Based on conversations with the Center on Budget and Policy Priorities and the Hatcher Group in the fall of 2007.
® William O’Hare and Elizabeth Kneebone. EITC is Vital for Working Poor Families in Rural America. Carsey
Institute. Fall 2007.
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Figure 2. EITC Recipients as a Percentage of Total Returns, TY2001
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Families Not Filing for the EITC
While millions of families benefit from the EITC, there are still many families who are eligible
but do not apply for the EITC. The last comprehensive review of EITC participation was
conducted using 1996 tax payer information. While this data is more than 10 years old, it does
providl% a glimpse into how many families are not benefiting from the EITC. According to that
report™:

e Between 13% and 18% of taxpayers eligible for the EITC did not receive the benefit.

e At least 2.3 million individuals who were eligible for the EITC did not file a tax return to

obtain the credit.

e More than $2.1 billion (in 1996 dollars) went unclaimed by eligible EITC recipients.

e Approximately 38% of non-filers lived in the South.

e The West had the highest non-filer rate at 22%.

10 SB/SE Research. “Participation in Earned Income Tax Credit Program for Tax Year 1996.” Internal Revenue
Service, 2002.
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Among the states with the highest EITC non-filer rates in tax year 1996 were:

Table 3. Families not Applying for EITC, TY1996

Estimated % of taxpayers
State eligible for the EITC
who did not file
Nevada 31.3%
District of Columbia | 26.4%
California 24.9%
Montana 24.1%
Oklahoma 24.1%
New Jersey 24.1%
Washington 22.6%

Source: SB/SE Research, 2002.

EITC is a critical tool for addressing poverty in the United States. This is especially true for
rural communities where families are more likely to live in poverty, are less likely to have access
to jobs that earn higher wages, and are less likely to have access to a broad range of human
services, health, and educational supports to help their families make ends meet. Unfortunately,
many taxpayers—including rural taxpayers—miss out on this important tool for creating
financial stability and opportunity.
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ural Challenges and Opportunities

In the summer of 2007, the EITC Funders Network interviewed 41 funder and field
representatives regarding their work in rural communities. In addition, in December 2007 The
Network held a meeting of 46 funder and field representatives to talk about challenges and
opportunities in working in rural America.

Based on these conversations, most key informants perceive that the challenges to rural families
accessing EITC tend to be similar to those in urban areas. However, all stress that these
challenges are exacerbated by the rural context. Those challenges noted most frequently by key
informants included:

Geography—Almost all key informants noted the challenges of distance, transportation,
gas, and a diffuse population. The repercussions of this geographical context present
challenges to families accessing services, programs offering services, and volunteer
recruitment and retention. Some families may not have access to transportation, others
may be dependent on inadequate public transportation, and for others the cost of gas
needed to travel to services may be prohibitive.

Social—As the rural geographical context creates some very specific challenges, so too
does the rural social context. Some key informants spoke of the close personal
connections that can be found in rural communities. In the words of one key informant,
“In small rural communities everyone knows everyone, so you need to be really careful
how things are framed. For example, you may go to church with the guy who runs the
H&R block. By offering free tax-prep you’re putting him out of business; by saying he
shouldn’t do RALs, you are calling him a bad person. This can be very, very dicey in
small towns.” This close personal connection can also make rural families feel reluctant
to ask for help, knowing that they will be exposing their needs to neighbors and
acquaintances. Finally, some of the social challenges are related to the need to “bridge
cultures”—in many areas there are a variety of languages spoken, and a growing number
of immigrant families. As one key informant shared, “These families potentially face
language barriers and often have more complex legal issues than a regular tax preparer
would address.”

Institutional—Key informants noted that there are significant infrastructure challenges
in rural areas. With fewer social service providers in these communities, residents may
not have access to services nor be aware of the existing resources that could help them.
Some organizations struggle to find partners in rural communities; in some areas there
are simply no agencies there to partner with. There are also fewer financial institutions
so that people cannot easily build assets and have less access to financial education or
counseling.

Volunteers—Most key informants noted the difficulty of attracting and retaining
volunteers to help with EITC outreach or free-tax preparation. This is perhaps always a
challenge, even in urban areas. However, in the rural context it is exacerbated by the fact
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that there is a smaller pool of available volunteers; there are problems training a more
diverse population of volunteers, and those who volunteer in rural areas tend to be
overstretched; in the words or one key informant, “The community leaders are already
wearing lots of hats.”

Context Matters: The context of rural communities outlined above can mean that different
EITC-related strategies must be employed. In the words of one key informant, “It’s more ‘high-
touch’ than high-tech.” Traditional outreach strategies don’t work in many rural communities—
there are fewer potential outreach partners; the IRS software is expensive; in order to be a VITA
site there must be a minimum number of returns filed; in some areas there’s no high-speed
Internet, making electronic tax filing impossible. Finally, there are issues of sustainability and
scale—in the words of one key informant, “You may have the same costs but you’re serving
fewer people.” This means that it is difficult to attract funding, get programs to scale, and
sustain programs.

Challenges and Opportunities: Funders and the field are aware of multiple challenges to EITC
work in the rural context. However, they were also quick to note that some of these challenges
can potentially become opportunities. For example, a tight-knit community can mean that there
are existing word-of-mouth networks that can be utilized to help get the word out. However, key
informants stressed that in order to create a positive effect from a challenge in the rural context,
there must be both the know-how and resources needed to strategically and effectively address
the situation.
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undation Support
for EITC-Related Efforts

Charitable foundations have been supporting EITC-related efforts for a number of years and do
so in a variety of ways. Charitable foundations’—as well as public entities and private
corporations—support for EITC-related activities has centered on several strategies—outreach
designed to raise awareness of the EITC, those services offered at the free-tax preparation sites,
strategies designed to help connect EITC with other supports for low-wage workers, and public
policy. A brief description of these strategies appears below:

e Outreach—Raising awareness of the EITC through outreach strategies that include
billboards, radio and TV ads, posters, flyers, notices sent home in paychecks or utility bills,
notices sent home by schools, and presentations at faith and community groups are activities
supported by a broad range of foundations. For example, the West Central Initiative in
Minnesota provided grants to local organizations to develop a substantial statewide media
campaign and to develop public awareness materials, including posters, flyers, and envelope
stuffers. Similarly the Bank of America provided financial support for a broad, media-based
outreach campaign in California featuring First Lady of the State, Maria Shriver.

e Free-Tax Preparation—Organizing and training volunteers to help low-income families get
their taxes prepared and filed for free, thereby spending less money on paid tax preparation
and Refund Anticipation Loans (RALSs). In 2003, the Annie E. Casey Foundation launched
the National Tax Assistance for Working Families Campaign. This Campaign has supported
dozens of EITC outreach, free tax preparation, and asset building efforts in communities
across the nation.

e Intermediaries—In addition to directly supporting EITC outreach and free tax preparation
efforts, some funders have developed intermediary strategies. For example, the Z. Smith
Reynolds Foundation in North Carolina supports EITC of the Carolinas to provide training to
a statewide group of local free-tax preparation coalitions, provide materials, technical
assistance, and mini-grants to a small number of local EITC campaigns.

e Linking EITC to Other Supports for Low-Wage Workers—Helping low-wage workers
open bank accounts, use their EITC to save for education or training, a car or a home, and
screening recipients for other public benefits such as Food Stamps, public health care, or
subsidized child care. For example, the Ford Foundation is supporting an effort in Gorham,
New Hampshire to link the EITC with screening for subsidized child care, energy assistance,
Food Stamps, health insurance, and other public benefits.

e Public Policyd Some community groups are working to ensure that the EITC policy at the
state and federal levels best serves the needs of low-income families and continues to
expand. For example, the C.S. Mott Foundation and other charitable foundations provide
support to a national effort (www.stateeitc.org) that seeks to raise awareness of state EITCs,
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track EITC developments in the states, collect information on best practices, and connect
groups working on state EITC-related policy.

Observations from Charitable Foundations

The EITC has proven to be an important and compelling strategy for many charitable
foundations. Based on their experiences, foundation staff shared their observations about
working on EITC-related projects, including:

Variety of Entrance Points—Although foundations share many common goals and
strategies in their EITC-related work, they come to the EITC from different perspectives.
Some have engaged in EITC-related work via anti-poverty initiatives, some through
economic or social justice work, others through community or leadership development. For
example, the Bank of America Foundation has a goal of improving the economic stability of
families in the communities in which they are located; the Kellogg Foundation comes to the
EITC via its strategy of building wealth in rural communities; and the Duke Endowment
comes to the EITC through an interest in economic revitalization in rural communities. The

charitable foundation staff interviewed for this project
believe that the EITC provides an opportunity for
funders to work collectively, even if they are
approaching economic opportunity from different
perspectives.

The charitable foundation staff
interviewed for this project believe
that the EITC provides an
opportunity for funders to work
collectively, even if they are
approaching economic opportunity

Working Collectively—Some foundations reported from different perspectives.

that the EITC-related efforts are an opportunity to

work collectively with public and private partners in

communities. For example, the Benedum Foundation worked with the State Department of
Social Service and other collaborators, leveraging its resources to attract additional funding
to the West Virginia Alliance for Sustainable Families, a statewide intermediary supporting
EITC coalitions in each county.

One Size Does Not Fit All—Foundation staff noted that while they are learning from other
initiatives, their programs have needed to develop organically according to the community
context, available institutional partners, etc. This is a field where one size does not fit all.
Funders stressed the importance of carefully reading the local context and not assuming that
a strategy and a pre-designated set of partners used in one community will necessarily work
well in another.

Fitting the Pieces Together—While there is great support among key informants for EITC-
related work, many noted that the EITC alone is simply one piece of the puzzle of building
greater economic stability for families and ultimately reducing poverty. Many foundation
staff noted that while on the one hand the EITC-related work is elegantly simple and
straightforward, it needs to be packaged into a larger personal and community economic
opportunity framework. Constructing this larger framework is far more complicated and few
had specific ideas about how to manage that effort in the community or internally within
their foundation.
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e Asset-Buildingd As a specific example of the point noted above, some foundation staff have
already made connections between EITC and other supports for low-wage workers, including
asset development, as a way to move from the EITC to a larger economic development
framework. Some see this as a natural progression—first you help families get more money
back in their taxes and then you help them use that resource to build assets. Key informants
recognize that this is the more challenging element of the work—requiring more resources,
deeper connections with families and institutions, and a different support infrastructure. As
one key informant noted, “We need to engage new players in the savings and asset-building
piece. No-one has embraced it. The state does not see this as their role, nor large
foundations or banks.”

e Sustainability—Key informants noted many issues related to scale and sustainability of
EITC-related efforts. Foundation staff are aware of the significant need and yet they cannot
alone sustain or grow the work. This raises many questions about the long-term viability of
strategies currently employed by the field (including free tax preparation efforts) to help
families access the EITC and an interest in broadening the cadre of partners—including
employers, corporate foundations, financial institutions, etc.

Other Sources of Funding

While this report focuses attention on the efforts of charitable foundations, it is important to note
that EITC work across the country is funded through a variety of sources—federal government,
state government, corporate contributions, charitable foundations, and thousands and thousands
of volunteer hours.

Several key informants noted interesting funding opportunities at the state-level. Several states
now provide funding to help raise awareness of the EITC and support free tax preparation for
low-income families. For example, the Louisiana Department of Social Services uses
Temporary Assistance for Needy Families (TANF) funds to support a statewide EITC outreach
campaign, and to provide free tax preparation for TANF-eligible families. In the 2007 filing
season, DSS supported 33 local tax assistance efforts. Using an RFP process for eligible
community-based organizations, funding is provided through contracts and distributed on a
reimbursement basis. The contracts require agencies providing tax preparation services to be
affiliated with the IRS Volunteer Return Preparation Program (VRPP). Other states including
Delaware, Illinois, North Carolina, and Pennsylvania have set aside state funds to support EITC-
related efforts.

In 2008, the Internal Revenue Service offered $8 million in grants to establish and fund a
matching grant program for community tax preparation programs. This $8 million, to be
matched by state or local government, private philanthropy, and other sources, will support
community tax services for low-income workers and families in communities across the nation.
The program will provide direct funds to enable VITA programs to extend services to
underserved populations and hardest-to-reach areas (both urban and rural). The program will
increase the capacity to file returns electronically, heighten quality control, enhance the training
of volunteers, and significantly improve the accuracy rate of returns prepared by VITA sites.
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ummary of Findings

The information gathered from interviews with key informants, and from discussions at the

December 2007 meeting, provides insight into current strategies being employed in rural areas

around EITC, free-tax preparation and supports for low-wage workers, innovations in the field,

and opportunities for future work. There was great similarity on many of these topics. However,

as organizations are themselves individual entities, there is significant, and important, individual
ariation.

Structure of EITC work

It is clear that the work on EITC generally follows three implementation models. These
models—Ilead agency, intermediary, and direct non-profit strategies—have arisen as a result of
the geographical context, the organizational capacity of an agency, local non-profit
connectedness and infrastructure, and the structure of pre-existing networks. There is no single
approach that we recommend to be more successful, each has been developed to answer the
needs of a particular rural region. In addition, to the general strategies detailed below there are
other approaches. Some of these other approaches are detailed in later sections. General
strategies include:

e Lead Agency— Under this model an agency has taken the lead in implementing EITC
strategies within a region and the agency serves as the central hub of EITC activities. An
example of this is found with the Rural Dynamics/Consumer Credit Counseling Service
(CCCS), Montana. Since it began in 1968, 90% of their service had been credit
counseling. However, three years ago they decided to shift their focus in order to move
families further in the direction of economic independence. Supported by the W.K.
Kellogg Foundation, Rural Dynamics founded Tax Help Montana, a coalition of over 25
groups working to provide free tax preparation assistance to residents of the state's North
Central region. Local agencies are members of TaxHelp Montana and utilize a
centralized computer system to file taxes and screen taxpayers for eligibility in other
public benefits. That is, when local affiliates are helping a family complete their taxes,
they log into a central “mainframe” computer from their laptop. In this way the lead
agency can provide support to a range of community-based coalition members from a
central location. The value of this centralized system can be imagined if there are
software changes, for example—these changes can be updated immediately on all remote
computers. The system also allows for greater privacy—no information is stored, even
temporarily, on laptops out in the community. In addition, the centralized system allows
the lead agency to provide telephone support 24 hours a day, seven days a week to tax
preparation volunteers across the state.

e Intermediariesd Under this model an agency serves as a technical assistance provider
and support structure for those on the ground implementing EITC-related projects. They
may provide training, materials, and expertise to other groups; however, they do not,
themselves, implement EITC strategies. For example, the Virginia Community Action
Partnership (VACAP), an association of community action agencies in Virginia, supports
community groups and local coalitions throughout the state as they provide free tax
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preparation services to low-income working individuals and families. Although it is not a
direct service provider, VACAP encourages financial literacy, savings, and asset building
as coalitions work to link EITC with other asset building programs. It furthers the work
of the coalitions specifically by providing technical assistance, pass through funding,
training, and outreach materials. Each year VACAP hosts a seminar in preparation for
the upcoming tax season to review best practices as well as predatory lending issues,
IDAs, public relations, etc. Their website also serves as a resource for those
implementing EITC strategies in Virginia. In 2006, VACAP served 22 coalitions with
over 860 volunteers and together the coalitions filed 11,223 federal returns, bringing
$3,905,244 in EITC refunds back into the state.

Direct Non-profit Strategiesd Under this model, an agency is implementing its own
EITC outreach strategies and working to create individual community partnerships to
support these strategies. An example of this model is found at the South Texas Adult
Resource and Training Center (START), Texas. The START Center is in Cameron
County, seven miles from the Mexican border. Cameron County has the lowest per-
capita income in the United States, with 49% of its population having less than a high
school education and a high percentage of mono-lingual Spanish speakers. During the
2006 tax season the START Center hosted a free-tax preparation site with two staff
members and four volunteers. This site filed 411 returns, approximately 56% of these
were EITC eligible. This effort brought approximately $462,486 back into the local
community. Key partners in EITC work are the IRS, the City of San Benito, and the San
Benito Consolidated Independent School District.

These are just some of the general strategies employed by funders and the field. Below are
innovations that funders and the field are exploring both within and outside of these general
frameworks.

Innovations in the Field
The work in the national EITC field, in both urban and rural areas, is connected by common

questions—How can we raise awareness of the EITC? How can we help more people access the
EITC? How can we use the EITC as a leverage-point for other supports for low-wage workers?
However, while the field is connected by these questions, it should be noted that rural sites are
challenged by the contextual factors—including, long distances, sparse population, a small pool

of over tapped volunteers, and few community institutions. Those working in EITC in rural

communities have been forced to create innovative strategies developed to address the challenges

of the rural context.

There are a number of creative and innovative strategies being used in rural communities to
answer these core field questions. These innovations are driven by the identification and

utilization of existing community assets, whether this means piggy-backing on existing social
service or community infrastructure or identifying individuals with needed skills.
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How Can we Raise Awareness of the EITC?

Key informants and meeting participants were asked to address the challenges of raising
awareness and successful strategies that they have implemented in this area. Although
increasing awareness is also a problem in urban areas, in the rural context it is magnified due to
the special challenges of rural communities.

Implementing Large-scale EITC Public Awareness Campaignsd Some key
informants have focused their resources on outreach efforts that have the possibility of
being adapted by local coalitions and thereby reaching large numbers of potentially
EITC-eligible families. The Northwest Area Foundation has a particular interest in
replicating tools and models that have a reasonable probability of reducing poverty. It is
from this perspective that they first came to EITC work. They have developed a
campaign kit that uses materials modified for the rural context, which includes a user’s
manual, templates, and a section on how to bring together a coalition. In another
example, EITC of the Carolinas will be using “blast calls” this year. In conjunction with
Connect Inc., they will call all of the clients of partner social service agencies and let
them know the location and times of free tax preparation services in their community.

Implementing Outreach Sensitive to Native Languages and Cultural Diversity—As
noted earlier, reaching people in rural areas poses many challenges and is exacerbated by
the fact that in many areas there can be significant ethnic and cultural diversity with
multiple languages being spoken in the community. The Central New Mexico
Foundation has found that messaging in native languages, including Spanish and Navajo,
helps to overcome some of these barriers.

Cultivating Community Champions—Because word of mouth is recognized to be the
best outreach strategy in small, rural areas, some key informants noted that they
purposefully aim to utilize existing social networks and cultivate community champions
who can then spread the word. The Quinault Indian Nation uses well known tribal
members as champions. These tribal members have proven to be good connectors and
are effective at getting the word out. This work has been taken to another level by the
West Virginia Alliance for Sustainable Families who have a spokesperson in West
Virginia’s First Lady, Gayle Manchin. The First Lady is featured in PSAs, she was a
speaker at the EITC Awareness Day event, she regularly talks to the press and
community groups about the importance of EITC to families and the local economy, and
was a featured speaker at the annual volunteer recognition event.

Take f oc us—WHildappRingdoxtee£ldC can sound dull, promoting what
families can do with the additional money can get a lot of attention. Many key
informants spoke of the ways that they are linking their EITC messages to wealth
accumulation messages. For many groups this means handing out asset-building
materials at a free-tax prep session focusing on what could be done with the refund.
Similarly, the Georgia Rural EITC effort focused their marketing on “how to get rich”,
instead of “how to clean up your credit” or “preparing taxes.”
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How Can We Help More People Access the EITC?

As noted earlier in the paper, the most recent data shows that there are billions of dollars of EITC
funds that go unclaimed—$2.1 billion in 1996. Because EITC can have such a significant
financial impact on families living in poverty, key informants and meeting participants were
asked to identify strategies designed to increase access to it. The strategies included:

Building Individual Capacity to File Returns—Last tax season the New Hampshire
Statewide EITC Alliance tried to interest tax-payers in going onto the IRS “free file”
website and filing their own returns. After working with about 35 taxpayers, the effort
found that many people have the capacity to file their own returns, but not the
confidence. To address this, the group worked individually with taxpayers at an
employer-based tax preparation site to provide additional support to those seeking to

complete their own taxes.

Mailing-in Returns—Ilowans for Social and
Economic Development (ISED Ventures) has the
only IRS-certified tax return mail-in program. In
this model ISED partners with three Lutheran
Synods and the Archdiocese of Dubuque to train
local residents to collect all the basic information
that preparers would need to file a return. They
photocopy this information and mail it to the ISED
central office in Des Moines to be prepared and filed
electronically. In Tax Year 2006, ISED processed
74 federal returns through the mail-in program and
more than $49,000 in EITC returns was generated.
Through this method participants saved about
$22,000 by avoiding paid tax preparation and RALS.
Although this strategy removes some barriers faced
by rural communities—Ilack of trained local
volunteers and Internet connections—some people
worry about confidentiality.

Roving Tax Preparation Sites—A number of key
informants spoke of using mobile sites in order to
bring free tax-preparation services to rural

Unintended Consequences: EITC
as a Community Development
Strategyd EITC outreach and free
tax preparation is a strategy that can
bring relatively fast, tangible
outcomes for communities. This is
especially critical to rural
communities where successful
economic development can take
years and community leaders have
difficulty seeing progress. Supported
by the Duke Endowment, rural
community leaders in North Carolina
have found that working on EITC
can be a galvanizing force—building
community leadership and
involvement. It has provided rural
community leaders with quick
affirmation of their efforts, and has
been be packaged into larger
economic development plans.

population pockets. For many this has proven to be too costly. However, the Eastern
Panhandle EITC Coalition (WV) has secured a van donated by a non-profit and plans to
offer free tax preparation at a variety of sites including employers and retail outlets.

Tax Blastd The Center for Economic Progress (CEP) has sought to find very small, rural
locations where there are few or no tax preparation services. Here they have made
partnerships with local agencies to find suitable, central sites. At these central sites they
offer a Tax Blast day, where CEP provides volunteers and prepares the taxes. They bring
these completed tax returns back to their main office and electronically file them from
there. In 2008, the service filed about 800 returns at seven, one-day events (up from 200

Rural America—EITC and Family Economic Opportunity

18




when they began the initiative in 2005). The critical components to the program’s
success have been local partners, outreach, location, timing of the event, use of very
experienced volunteers, and understanding that it may take a couple of years to build a
client base. The cost to CEP for each event is about $5,000. In 2008, the five sites where
they had had a presence in 2006 brought a combined $347,064—a 40% increase since
2006. Additionally, CEP estimates that it saved the 535 clients served at these five sites
at least $123,500 in tax preparation fees.

e Removing the Stigma of fiFree Equals Poor Qualityo—It was noted by some key
informants that in rural Latino and Native American communities, there is often a
cultural assumption made that when something is free it is poor quality. In order to
counter this some communities have developed a model where joining a member
organization includes access to low-cost tax preparation services. In Southern Texas the
Community Union La Union de Pueblo Entero (LUPE) works to respond to the needs of
the community by assembling a coalition of organizations focused on services to the low-
income community. Annual membership dues to LUPE are $35 per person or $50 per
family. In addition to membership fees, LUPE offers tax preparation programs, which
charge $30 for filing a return and claiming the EITC, as well as immigration services,
which charge affordable fees for service.™

e EITC as an Integrated Year-round Strategy— Many key informants talked of the
desirability of creating year-round, as opposed to seasonal, EITC strategies. By
approaching EITC and its outreach in this way, the pool of potential partners may
increase and the work become more sustainable. At the Lakes and Prairies Community
Action Partnership they have tried to integrate their programs with a year-round outreach
schedule. For example, at a Head Start program in the Fall parents will hear about EITC
and asset-building opportunities. This “heads up” reminds them to wait until the free tax
site is open to file taxes and not go to paid tax preparers who may want to charge them
high fees to process their tax returns.

e Exploring Different Training Models—Many key informants discussed the difficulty
of training sufficient volunteers for free tax preparation in rural areas. This may be a
problem in urban areas also, but in rural areas the geographical and social contexts
magnify this. The West Virginia Alliance for Sustainable Families has begun to address
this through a train-the-trainer model. In September 2007, the Alliance hosted its first
Statewide Volunteer Training for free tax preparation site managers and other staff. Each
local coalition sent two to three people to this training who then went back to their
communities to train local volunteers. The Virginia Community Action Partnership has
also moved from the traditional training approach. Tax preparation training is now
provided by the EITC Project Manager using “Link and Learn” on the IRS website.

e Maximizing the Use of Existing Assets and Resourcesd One common thread that
unifies the EITC initiatives in rural areas is the reach to make the most of existing
community assets, whether these assets are found in the rural infrastructure,

1 Annie E. Casey Foundation. http://www.aecf.org/MajorInitiatives/FamilyEconomicSuccess/~/
media/PDFFiles/FES/building_community southtexas%20pdf.ashx
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organizations, or individuals. For example the Georgia Rural EITC effort struggled to
find volunteers in remote, rural areas. After assessing existing resources, they realized
that one untapped resource was the area high school. After conversations with a school
leader, the arrangements for high school students to go through tax preparation training
were made. In addition, the Georgia effort realized that they could provide a “win-win”
by working with former TANF clients—helping them to become certified tax preparers.
This training was funded through Workforce Development Funds.

How Can we Use the EITC as a Leverage Point for Other Supports for Low-
wage Workers?

Although some key informants and meeting participants approach EITC as an end it itself, for
most it is seen as a spring-board to either personal or community economic development
opportunities. Innovations in this area include:

Benefit Screening Tools—Many of the key informants interviewed spoke of the
importance of ensuring that families access not only EITC but also other benefits for
which they may be eligible, including Food Stamps, energy assistance, subsidized child
care, public health insurance, etc. This goal has been integrated into the work of a
number of the programs. The Lakes and Prairies Community Action Partnership and
their community partners use college students to screen families before they file their tax
returns in order to assess their eligibility for EITC and other benefits. They also use an
on-line screening service developed by the Children’s Defense Fund of MN,
www.coveringallfamilies.org. This has been designed to determine if families qualify for
programs that help pay for health care coverage, child care, food, school lunches, and
heating bills, and to see if families are eligible for tax credits. The website also provides
applications for programs and information on how to access help when applying.

One-stop Shopping for Social Service Needsd The idea of centralizing access to
services is a strategy that agencies have also implemented in the social service setting.
Shreveport SRO, Inc., now Centerpoint Community Services, Louisiana, was initially
established as the country’s first HUD Demonstration Project of a Single Room
Occupancy Transitional Housing development in 1987. Once the site was completed
social services were added. Centerpoint Community Services serves as the source of
information on human services and offers specialized services to prevent homelessness
for a nine-parish (county) region. They also provide an on-line database and a regional
call center for information and referral to social service agencies.

Tying EITC to Economic Development—The First Nations Oweesta Corporation
provides training, technical assistance, investments, research, and advocacy for the
development of Native Community Development Financial Institutions (CDFI) and other
institutions in Native communities. Oweesta partners with groups implementing the
CDFI model, thereby increasing the capacity of rural, native communities to provide
affordable loans coupled with financial education. According to one key informant, “It is
a good place for asset-building.” In order to spur economic development, Oweesta
encourages groups to partner in support of the creation of CDFIs and other related
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financial education and asset building programs. It also offers a training program
designed to explore whether a community needs a CDFI, how to establish a CDFI, and
the mechanisms of CDFIs. Within this model, Oweesta encourages the institutions to
offer free tax preparation services and EITC outreach campaigns to help their clients to
jump-start financial plans, with EITC refunds helping people qualify for personal, small

business and mortgage loans.

Partnering with Banks—Many key informants spoke of the long-term benefits of
inviting banking partners to the table; such partnerships have the potential to assist
families with saving, and access both financial education and credit counseling. The
Quinnault Indian Nation has partnered with the Bank of the Pacific to help them with
their asset building. The bank waived the requirements normally needed to open a bank
account. They also waived the minimum balance so that an individual could do

electronic filing into their account.

In another example, the New Hampshire Charitable Foundation provided funding for the
NH EITC Statewide Alliance, one local member of which, the Manchester Asset
Building Coalition, piloted a RAL alternative product last tax season. The local coalition
partnered with Chase Bank. Over 60 people came in seeking this nonprofit RAL

alternative. Once the clients were through the door at
the free tax preparation site they talked to them about
whether they really needed the short-term loan, and, if
so, whether they really needed the full refund

amount. As a consequence, only 20 individuals
actually took a loan, 7 of whom opted for less than the
full refund amount. For amounts under $1000, the
loan fee was only $33. This strategy showed
promising results.

Financial Literacy—Almost all key informants that
are linking EITC with asset-building stated the
importance of financial education, and most are
implementing some financial education strategies.
Trident United Way in South Carolina is in the
planning stages of adding financial literacy to their
EITC portfolio. They are focusing on finding partners
who will bring banking and financial literacy
opportunities to the VITA site. However, for those
programs that have more developed financial
education strategies, key informants noted that the
more personalized the assistance is, the more effective
it will be. At Lakes and Prairies Community Action
Partnership they offer 12-hour financial literacy
courses with a specific focus, such as education, home
buying, and starting or expanding a business. For
each of these opportunities there is 1:1 case
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Asset Building and
Sustainabilityd Many key
informants noted the Individual
Development Account (IDA) as a
successful asset-building strategy;
however, the IDA is very expensive
and there are few funding
opportunities that have the capacity
to sustain the numbers and a long-
term commitment to this tool.
Minnesota is one of the few states
where the state has authorized funds
for IDAs. Through the Family
Assets for Independence in
Minnesota program (FAIM), the state
authorizes $500,000, or 350 IDA
slots. FAIM is funded through a
partnership of private foundations,
banks, and other financial partners,
including the Minnesota Department
of Human Services / Office of
Economic Opportunity and the US
Department of Health & Human
Services / Office of Community
Services.
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management. There are currently between 27 and 30 people who are actively engaged in
building assets through the work of Lakes and Prairies. The organization is now looking
at the possibility of adding emergency assistance to this model, in order to help people
who come across unexpected financial hurdles continue to focus on building assets.

Integrating EITCandAsset-b ui | di ng i n a AHonhturabparthect®
EITC work is asset-building. While some groups move from EITC to asset building,
others start with asset building and find a natural partner in EITC and free tax preparation
work. A leading example of asset-building in rural communities is presented by the
Southern Good Faith Fund. An affiliate of the Southern Bancorp, the Southern Good
Faith Fund (SGFF) has developed a substantial portfolio of financial education and asset-
building strategies. SGFF offers Individual Development Accounts (IDAs) with a three
to one match. In order to be eligible, participants must complete financial education and
save at least $20 per month. Participants can save toward home ownership, home repair,
small business development, or higher education. SGFF now allows clients in their free
tax preparation service to “split” their tax refund and put some into a stored value card,
an IDA, or CD.

Key Partners

All EITC work, whether it is set in urban or rural communities, relies on the creation of
partnerships to help magnify the capacity of individual organizations. Partnerships can help with
outreach, host community tax preparation sites, launch efforts to bring free tax-preparation
services to people, help connect EITC with other asset-building strategies, and by connecting
services help to provide a more integrated set of social service supports. In their efforts to
maximize the impact of their EITC work, community-based organizations operating in the rural
context have worked to build connections with institutional partners, many of which operate at a
higher level and therefore have the potential to help address issues of sustainability. Key
institutional partners who have been engaged in the work of rural EITC include:

Employers— Engaging employers in the work of ensuring that rural families access
EITC was a strategy noted by a number of key informants. Partnerships with employers
present unique opportunities to reach large numbers of families, coordinate the offering
of free-tax preparation services with the release of W2s, build sustainability by
integrating EITC work into the Human Resources departments, and build a work culture
that values supporting employees in their efforts to connect with asset-building
opportunities. The strategies used to engage employers vary between organizations, as
does the degree of engagement of employers. The Quinault Indian Nation has worked to
engage the Tribal Administration in their EITC activities—their emerging free tax
preparation work is currently staffed by tribal members whose time is donated by the
tribe, with services being offered at the tribal administration building. In the last tax
season this partnership resulted in four tribal members being trained by the IRS, with two
additional tribal members acting as greeters. At the site, 104 returns were filed; of these,
44 were EITC eligible, bringing approximately $80,445 back into the community.
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At the New Hampshire Statewide EITC Alliance, last tax season they selected eight
businesses at which volunteers prepared tax returns at the work-site. These non-profit,
for-profit and county government employers were selected due to their expressed interest
in sponsoring free tax preparation for their employees. All eight businesses have invited
the Alliance back this year and want them to be on site the day W2s are given out. The
Alliance is now hoping to move this partnership a step further, increasing the scope and
sustainability of their work by encouraging Human Resources staff at those employers to
become certified and run their own free tax preparation sites and/or recruit certified
volunteers to prepare taxes at the worksite.

Post-Secondary Institutions—A number of key informants have connections with
community colleges. For example, the Central New Mexico Community College’s
foundation (CNM Foundation) has been the driving force in New Mexico’s EITC work.
CNM’s Tax Help New Mexico began as a course developed by a community college
professor to address community need and give students completing accounting courses
work experience in tax preparation. This initiative has now extended to recruiting high
school students and other community members to volunteer as community tax preparers,
and offers the service through other colleges and schools across the state. Last year the
initiative used over 350 student volunteers and filed 45,000 federal and state tax returns;
over 80% of the families served were EITC eligible. Additional benefits of the model
include providing thousands of tax filers with information about post-secondary
education, and the offering of financial literacy classes and IDAs to some of the college’s
most needy students.

In a similar model, some of the 110 Historical black Colleges and Universities, 90% of
which are in rural areas, are expanding their role in the community—taking on economic
security for their students and community members by working to promote the EITC and
free tax preparation. Typically the HBCUs engaged in free tax preparation and EITC
outreach link this work to the education of their students. In some institutions,
accounting majors are required to learn how to prepare taxes and volunteer in free tax
preparation efforts. These students receive class credit and valuable real-life experience.
And, students and community members receive valuable free tax preparation services.

Some rural communities have turned to their Cooperative Extension as a key resource.
As one key informant noted, “Every state sets their own Cooperative Extension priorities.
They should all have free tax preparation on their list.” For a number of key informants,
their work is either staged directly from an extension service, or the extension service is a
partner. At Chief Dull Knife College, their EITC work is an initiative of their extension
service which focuses on economic and community development. Although they
initially focused on community development and financial literacy, they later added
EITC work, finding that the free tax preparation site services provide a 1:1 teachable
moment and opportunity to offer additional services. The program completed 150
returns in 2007 and plans to expand to another site in 2008.

AARP—As part of the IRS-sponsored Tax Counseling for the Elderly (TCE) Program,
the AARP offers Tax-Aide counseling at more than 7,400 sites nationwide during the
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filing season. Additionally, the AARP Foundation has a significant asset-building
component, and no age limit on its efforts to help people embrace financial education.
Because of their presence in many rural communities, some key informants identified the
potential of partnerships with the AARP.

e Banks—Many of the key informants interviewed realize the potential of engaging
financial institutions, such as credit unions and commercial banks, in the EITC process.
Partnerships with financial institutions offer the potential of streamlining the refund
process, allowing easy access to other asset-building initiatives, and helping the
community tax sites compete with paid preparers—Kkey informants described banks open
at free tax preparation sites offering easy access to bank accounts, waiving opening
account fees, and working to connect families with existing financial literacy and asset-
building opportunities. Rural Dynamics/Consumer Credit Counseling Service in
Montana has a credit union as part of their partnership. This credit union takes a post
during free tax preparation sessions with staff on hand to open up bank accounts. The
credit union both helps with outreach and adds a beneficial service. Another innovation
in this area was described by the Lakes and Prairies Community Action Partnership.
They have a relationship with Western Union, whereby EITC refunds can be transferred
to one of their branches at a cost of $10 to an EITC filer. In 2006, only six people used
this service as most served already had bank accounts.

e Head Start—Head Start has sites in many rural areas. Interestingly, few key informants
listed them as a partner. One exception was the North Central West Virginia Community
Action Association, Inc. (NCWVCAA) now in its 5" year of EITC work. NCWVCAA
and its partners in the larger North Central EITC Coalition work with Head Start sites to
ensure that families and employees are receiving the EITC. While their data does not
allow them to identify returns specifically generated by Head Start, more generally their
efforts helped to file 2,310 returns and brought $1,248,360 back into the communities
served.

e Public Schools—For many of the coalitions that have been developed in rural areas
public schools play a key role. Schools have performed a variety of roles, including
providing a site from which to offer community tax preparation services, helping with
outreach through students, and training students to file taxes.

e United Way— Although United Way was not often cited as a partner, there presence in
our rural communities means that they could play a significant role, including on-site tax
preparation, financial education, catalyzing community interest, and hosting learning
sessions. Additionally, they could provide connections with employers.
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portunities
for Funders and the Field

This background research paper sought:
e To learn from those funding and working in rural and Native American communities
about best practices and promising innovations.
e To create opportunities for cross-pollination and collaboration in the field.
e To provide a background for funders interested in expanding EITC and economic
opportunity work in their own communities.

While the discussions with funder and field representatives in the interviews and at the meeting
yielded important information on the challenges faced by rural communities and innovative
strategies to increase EITC participation, several opportunities for furthering our work also
emerged:

e Creating Greater Connection in the Field and Among Fundersd Rural funders are
disconnected from each other. We had more than one informant ask, “How are other
rural communities approaching EITC work? What tips or strategies can you share?”
There is a general lack of awareness of promising practices and a great deal of re-
inventing the wheel, especially in the more isolated and Native American communities.
This lack of connection is true at all levels—from efforts to help families access EITC, to
efforts to integrate other asset-building strategies. Finally, there is no coordinated voice
on the national-level to support EITC, financial education and asset-building. There are
clear opportunities to enhance the dialogue among funders, potentially through a policy
summit to bring key players together.

e Securing More Timely Datad Many key informants noted that there is insufficient
access to data on EITC participation. The IRS data that is available is outdated. This has
many repercussions in the field—the most significant of these being that it limits the
ability for funders and the field to define problems or chart progress. There is also a
great deal of energy around developing consistent ways of collecting data and measuring
outcomes in order to build credibility at the local level and to aggregate it up to the state
and national levels.

e Engaging State and National Institutions with Reach in Rural Communitiesd Key
informants all noted that even in some of the most rural, isolated places there are a
handful of key institutions that can be found—schools, post-secondary education,
city/county/tribal offices, CAP agencies, United Ways, university extension offices,
places of worship, AARP, and credit unions. While rural funders have long known the
strength of these institutions, it is cumbersome to approach the institutions community-
by-community. Some funders wonder if a larger scale partnership could be forged at the
state or national levels that would bring EITC-related work to these important partners
through their national leadership.
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e Exploring Policy Interventions 8 Rather than building community-by-community
approaches, funders wondered about policy changes that could create greater impact.
While the opportunities in this area need additional exploration, some examples include
creating a state- or local-based computer model that identifies every potentially eligible
EITC recipient and sending them a letter (as tried in New York City and Texas)
promoting participation in the EITC. As one key informant noted, “It’s frustrating and
very expensive. Foundations must be spending millions of dollars a year on this. Why
can’t people just be automatically mailed a refund?” Although this is a complex issue,
work on this must move forward.

e Removing IRS-related Barriersd The IRS has strong partnerships in many rural
communities. However, there are key informants who struggle with elements of this
relationship. These struggles included the ability of the IRS to provide trainings that can
respond to the rural context, the difficulty of licensing roving VITA sites, and the
significant expense of software. Through their partnerships in rural communities, the
IRS is in a unique position to help remove some of the barriers to rural families accessing
the EITC. Through VITA and TaxWise the IRS could work to: reduce the requirement
of the numbers of returns that a VITA site must file to be certified; help with the cost of
the software; explore different models of training more suitable to the rural context; and
work to identify additional strategies to address the challenges of the rural context. On a
larger scale, they could also work more closely with state departments of revenue to
create ways of identifying those families who are filing state taxes but not filing for the
federal EITC.

e Using Innovative Marketing Strategies to Make Asset-building Opportunities More
Cost Efficientd Some funders and field representatives described the high-touch, 1:1
asset-building strategies as being their goal. However, they were also daunted by their
expense, complexity, and limited ability to reach large numbers of people. In discussions
key informants spoke of their interest in exploring opportunities to harness technological
advances, such as cell phones, UTube and My Space, or the creation of a national
marketing mascot (like McGriff the crime dog). As we work to embrace new
technologies in EITC marketing, this will create opportunities to share resources and best
practices.

e Integrating EITC into Community Development Models—Some funders have come
to EITC work from a community economic development framework and have found the
work to be fruitful and worthwhile. Key informants noted that foundations working in
this area could be natural partners in EITC activities and seek to build opportunities to
engage those working in this field at deeper levels.

e Forging Partnerships to Address Scale—Too few foundations target giving to rural
communities. They may feel that the challenges are too great or their investment might
not make a difference. Building funding coalitions in rural communities could help to
address issues of scale and sustainability.
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Establishing Relationships with community Financial Institutions— Larger banking
institutions are generally perceived to target middle or upper income families as clients.
Informants suggested possibly looking “downstream” to credit unions and CDFI’s that
might have more of a localized return, an interest in lower-income families, and a double
bottom line. There are also opportunities in the long-term to explore the possible roles
that these partners could play in helping to institutionalize financial education in schools.

Expanding the Role of the EITC Funders Networkd From discussions at the
December meeting, there are clearly opportunities to continue the dialogue that was
initiated. Participants expressed a desire to continue exploring opportunities for further
collaboration in both rural areas and Native communities.

Creating Funding Pipelines for Promising Pilot Projectsd There are clearly great
learnings to be gained by bringing our field and funding partners together in terms of
developing promising strategies and opportunities to “think outside the box”—in the
December meeting people raised many possibilities—from offering service vacations to
recruit volunteers to developing national and state training resources for asset building
counseling. In order to foster creative thinking in EITC work, there are opportunities to
create incentives for pilot initiatives that respond to pressing issues in the field.
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pendix A. Key Informants

Foundations:

Annie E. Casey Foundation

Babcock Foundation

Claude Worthington Benedum Foundation
Duke Endowment

Erie Community Foundation

Ford Foundation

Kellogg Foundation

MacArthur Foundation

Field:

Aspen Institute

Casey Family Services of Maine

Central New Mexico Community College
(CNM) Foundation

Chief Dull Knife Community College

EITC Carolinas

First Nations Oweesta Corporation

Georgia Rural EITC Initiative

Hope for the Homeless, Inc.

lowans for Social and Economic
Development (ISED Ventures)

IRS-Field Office Representatives (Oregon,
Washington, Idaho), (Wisconsin)

Lakes and Prairies Community Action
Partnership

Louisiana Department of Social Services

National Community Tax Coalition
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Mary Reynolds Babcock Foundation
New Hampshire Charitable Fund
New Mexico Community Foundation
Northwest Area Foundation

Rural Funders Collaborative

West Central Initiative

Winthrop Rockefeller Foundation

Z. Smith Reynolds Foundation

Native Financial Education Coalition

New Hampshire Statewide EITC Alliance

North Central West Virginia Community
Action Association

Quinault Indian Nation Vita Center

Rural Dynamics/ Consumer Credit
Counseling Service (MT)

South Texas Adult Resource and Training
Center (START Center)

Southern Good Faith Fund

Trident United Way

University of California Riverside-
Extension

Virginia Community Action Partnership

West Virginia Alliance for Sustainable
Families
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pendix B. EITC Funders Network
Meeting Participants

Ana Marie Argilagos, Annie E. Casey Foundation

Jolene Bach, Rural Dynamics Inc/CCCS

Carol Barnett, Internal Revenue Service

Leslye Baronich, Internal Revenue Service

Cheryl Bates, Erie Community Foundation

Karen Becton-Johnson, Internal Revenue Service

Joanna Donohoe, Oweesta Corporation

Terry Donohoue, Internal Revenue Service

Karen Edwards, KME Consulting, LLC

Brika Eklund, Z. Smith Reynolds Foundation

Ken Fredette, Lakes and Prairies Community Action Partnership
Beth Freeman, Shasta Regional Community Foundation

Toni Freeman, Duke Endowment

Lavastian Glenn, Mary Reynolds Babcock Foundation

David Gonzalez, Erie Community Foundation

Lee Gordon, Winthrop Rockefeller Foundation

Lucy Gorham, MDC, Inc.

Sarah Griffiths, EITC Funders Network

Rev. Torrence Harmon, St. Mary's Whitechapel Episcopal Church
Karen Heisler, Rural Dynamics Inc/CCCS

Bonnie Hildreth, Barry Community Foundation

Dawkins Hodges, Mary Reynolds Babcock Foundation

Bonnie Howard, Annie E. Casey Foundation

Mary Hunt-Lieving, Claude Worthington Benedum Foundation
Tom Jacobson, Rural Dynamics Inc/CCCS

Jay Kerrigan, ISED Ventures

Quen Lamb, St. Joseph Catholic Church

Janice Lang, Mary Elizabeth & Gordon Mannweiler Foundation, Inc
Robert Lang, Mary Elizabeth & Gordon Mannweiler Foundation, Inc
Wynne Lum, Bank of America

Scott Marquardt, Southwest Initiative Foundation

Dave Marzahl, Center for Economic Progress

Mike McBride, Internal Revenue Service

Chris McCain, Jessie Ball DuPont Foundation

Lisa McCulloch, Central New Mexico Community College
John Molinaro, The Aspen Institute

Ami Nagle, EITC Funders Network

Paula Reed, United Way of Greater Duluth

Wendy Roy, Grand Rapids Community Foundation

Deborah Schachter, New Hampshire Charitable Foundation
Laura Scherler, United Way of America
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Miriam Shark, Annie E. Casey Foundation
Bonnie Speedy, AARP Foundation
Yvonneda (Henry) Thompson, Chief Dull Knife College

Alice Warner, Kellogg Foundation
Marge Wilkinson, Danville Regional Foundation
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