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IRS DiŋecŚ FiĞe WiĞĞ SaŶeWeŒŚ Viŋgiĥia TażňaŽeŋŒ
MĬĥeŽǌ TiĤeǌ aĥd Headache
A small investment will make state and federal income tax filing free and easy, putting up
to Ǻ102 million back into the pockets of low- and middle-income West Virginia taxpayers

For the first time in American historyǌ the IRS has a freeǌ simplifiedǌ public online tax filing toolǍ Direct Fileǋ
In Ƒ0ƑƓǌ the pilot launched in ƐƑ states and covered a small share of the taxpayers that will ultimately
benefitǋ A free and simple tool with the benefit of IRS dataǌ Direct File has the potential to make tax filing
virtually automaticǋ As a public option for tax filingǌ Direct File can make the tax preparation market more
equitableǌ inclusiveǌ and competitiveǋWeŒŚ Viŋgiĥia ŒhĬŠĞd Ĭffeŋ ŚażňaŽeŋŒ fŋee aĥd eaŒŽ ƊĞiĥg bŽ
bŠiĞdiĥg a ŒŚaŚe ƊĞiĥg ŚĬĬĞ aĥd iĥŚegŋaŚiĥg iŚ ŷiŚh IRS DiŋecŚ FiĞeǋ

IRS DIRECT FILEWILL REVOLUTIONIZE HOW
AMERICANS FILE TAXES

Taż ƊĞiĥg iĥ AĤeŋica iŒ eżňeĥŒiŶe aĥd
cĬĤňĞicaŚedǌ locking many low-income people
out of valuable tax credits. More than one in five
eligible families donǭt receive the federal EITC,
and the gap is likely larger in most states. Those
who do file pay for the privilege. It costs
Americans an average of Ǻ150 and 9 hours to
file taxes each year. The current system isnǭt
built to meet the needs of taxpayers. Americans
shouldnǭt have to pay to meet their legal
obligation to file taxes Ǥ or to claim credits they
qualify for.

Until now, the main option has been the ǬFree
File Alliance (FFA),ǭ a concession made by the
federal government in response to the paid tax
prep industryǭs lobbying efforts against a
government-developed tool. The FFA requires
tax prep companies to offer free tax filing to
low- and middle-income taxpayers, but among

other shortcomings, it doesnǭt always require
free state filing. Not surprisingly, this
arrangement has failed because the paid tax
prep industryǭs first priority is profiting off the
backs of taxpayers. Paid tax prep companies
did the bare minimum required Ǥ and even still,
underhandedly steered taxpayers away from
the free option. Fewer than 3ȭ of households
eligible for the FFA actually get free tax filing Ǥ
while more than 30 million eligible households
end up using the companyǭs paid version.

Free tax filing through the Volunteer Income
Tax Assistance (VITA) program is a critical
resource for the lowest-income taxpayers. But
itǭs only able to serve a very small number of
taxpayers Ǥ as low as 2ȭ of the population who
claim low-income tax credits in some states.
With limited capacity, we need VITA to continue
concentrating on households needing
significant help filing their taxes.

ECONOMICSECURITY.US



Fŋeeǌ ňŠbĞicǌ ŒiĤňĞe ƊĞiĥg ŚhŋĬŠgh DiŋecŚ FiĞe iŒ
Śhe ŋighŚ ŒĬĞŠŚiĬĥ fĬŋ aĞĞ kiĥdŒ Ĭf ŚażňaŽeŋŒǋ
The IRS Direct File program is an entirely free,
easy, secure, interview-style tool that filers can
use on a computer, tablet, or smartphone. It
saves time, eliminates filing fees, and takes the
stress out of tax filing. This idea resonates with
taxpayers. Even before the Direct File tool was
launched, the idea was supported by 88ȭ of
voters across the country, including majority
support across party lines. The ŋeŒŠĞŚŒ Ĭf DiŋecŚ
FiĞeǭŒ ƊŋŒŚ Žeaŋ ŷeŋe ĬŶeŋŷheĞĤiĥgĞŽ ňĬŒiŚiŶeǍ

Federal tool. IRS Direct File user data shows:
● 90ȭ of users rated their experience as

above average or excellent
● 86ȭ said it increased their trust in the

IRS

State integrationsǋ Code for America, which built
the state filing tools and integrations in New
York and Arizona, found:

● 96ȭ of users were satisfied or very
satisfied with the state tool

● 90ȭ of those who filed with IRS Direct
File went on to finish their state return

● 88ȭ completed their state return within
15 minutes.

An ESP survey of Direct File users across all 12
pilot states found: 74ȭ preferred Direct File to
other filing methods, including 79ȭ of users
age 45Ȕ, and 80ȭ of Trump voters; and 60ȭ
said it took less than an hour to file their federal
and state taxes.

Makiĥg Śaż ƊĞiĥg eaŒŽ aĥd fŋee ŷiĞĞ heĞň WeŒŚ
ViŋgiĥiaĥŒ cĞaiĤĤiĞĞiĬĥŒ Ĭf dĬĞĞaŋŒ iĥ ŠĥŚaňňed
Śaż cŋediŚŒǋ Every year in West Virginia,
hundreds of millions of dollars in federal tax
credits like the EITC and CTC are left on the
table, disproportionately by the lowest-income
households and Black, Latinx, and Indigenous
households. Those dollars could be helping
families make ends meet and bringing federal
dollars into the state to stimulate local

economies. By making tax filing free, easy, and
ultimately automatic through Direct File, West
Virginia families could recoup Ǻ43.7 million per
year in currently unclaimed federal tax credits.

DiŋecŚ FiĞe iŒ a ŒĤaŋŚ iĥŶeŒŚĤeĥŚ ŷiŚh aĥ
eĥĬŋĤĬŠŒ ŋeŚŠŋĥ Ĭĥ iĥŶeŒŚĤeĥŚǋWhen Direct
File is at scale in a few years, it will be able to
deliver Ǻ102 million in total value to West
Virginia taxpayers, between filing fees
(Ǻ42.6M), time cost of filing (Ǻ16M), and
additional federal EITC and Child Tax Credits
claimed (Ǻ43.7M). Thatǭs Ǻ102 million in local
West Virginia economies that would have
otherwise been siphoned off by tax prep
companies or gone unclaimed from the federal
government.

Direct File delivers Ǻ106 in benefits to American
taxpayers for every dollar invested. The ROI for
state governments is unbeatable given that the
cost of Direct File has already been borne
almost entirely by the IRS. And by creating an
additional option for tax filing, it creates a more
competitive and equitable market, which has
been dominated by a paid tax preparation
industry with a long history of targeting Black
and working-class families.

MULTIPLE OPTIONS EXIST TO INTEGRATE
STATE FILING AND DIRECT FILE

BŠiĞdiĥg aĥ iĥŚegŋaŚed ŒŚaŚe ƊĞiĥg ŚĬĬĞ caĥ be
dĬĥe iĥ a ĤaŚŚeŋ Ĭf ĤĬĥŚhŒ ŷiŚh ĤiĥiĤaĞ aĥd
abŒĬŋbabĞe cĬŒŚŒ. States that already have a
tool simply have to build the integration. States
without a tool can: choose to partner with a
civic tech organization like Code for America,
which built the very successful Arizona and
New York tools with no additional state funding;
build their own tool, like Californiaǭs CalFile; or
contract with a software company like RSI or
FAST Enterprises, which has built state filing
tools (GenTax) for dozens of states and
developed the integration in Massachusetts this
year, and already has a contract under which
this work could be completed in West Virginia.
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