
 

 

Update: New Data Show Expanded Child Tax Credit Will Inject 

Nearly $19.3 Billion Into Local Economies Each Month 

The expanded Child Tax Credit helped almost 61 million children and gave eligible families 

an average of $428 in August 2021 

In August 2021, the second round of monthly payments from the newly expanded Child Tax 

Credit (CTC) hit families’ bank accounts. The American Rescue Plan (ARP) dramatically 

increased the value of the CTC, from $2,000 per child to up to $3,600 per child under six and 

$3,000 per child six and older. The ARP also expanded the CTC so that it is now fully 

refundable, and previously ineligible low-income families will receive the full credit. Half of the 

expanded CTC will be distributed via monthly payments, helping families meet their financial 

needs in real time. The second round of monthly payments distributed over $15 billion to 

families across the United States, averaging $428 per qualifying family and reaching almost 61 

million children. The number of children in families receiving the CTC grew by 1.6 million from 

July to August. 

The local economic impact of the monthly expanded CTC is likely to total nearly $19.3 billion 

each month 

The Treasury Department released information on how much money went to each state, which 

allows us to estimate the impact of the newly expanded CTC on local economies. Using an 

estimated multiplier of 1.25—or how much additional spending each $1 in CTC payments will 

generate, as people use their funds to buy goods and services that in turn generate income for 

other people and businesses—implies that the expanded CTC will generate nearly $19.3 billion 

in spending in local economies each month. This increased economic activity is a boon to local 

businesses, creating jobs in communities across the United States.  

https://content.govdelivery.com/attachments/USTREAS/2021/08/13/file_attachments/1904923/By%20State%20-%20Advance%20Child%20Tax%20Credit%20Payments%20Distributed%20in%20August%202021.pdf
https://content.govdelivery.com/attachments/USTREAS/2021/08/13/file_attachments/1904923/By%20State%20-%20Advance%20Child%20Tax%20Credit%20Payments%20Distributed%20in%20August%202021.pdf
https://www.moodysanalytics.com/-/media/article/2021/economic-assessment-of-bIden-fiscal-rescue-package.pdf?ftag=MSF0951a18
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The expanded Child Tax Credit is expected to cut child poverty in half, leading to big long-

term benefits for families and communities 

The expanded CTC is expected to cut childhood poverty in half, which research shows will have 

long-term benefits for families and communities. For example, research has found that an extra 

$3,000 in a family’s annual income when a child is younger than five leads to 19% higher future 

earnings. Other research on investments in early childhood finds that increasing family incomes 

has tangible outcomes for children, including higher test scores and high school and college 

graduation rates, improved health outcomes, lower rates of incarceration and reduced need for 

future income support. Overall, a growing body of academic research finds that public 

investments in children yield significant long-term returns with economy-wide benefits, as 

healthier, more-educated kids grow up to be more productive workers with higher earnings, 

which in turn generates higher future revenues. 

In a review of the academic literature on childhood poverty, the nonpartisan National Academies 

of Sciences, Engineering and Medicine found that childhood poverty costs the U.S. economy 

between $800 billion and $1.1 trillion in lost economic output annually. By cutting the childhood 

poverty rate in half, the expanded CTC will boost both families’ current incomes and children’s 

future earnings, and, in turn, the economy’s future economic potential.   

Data from the Census Bureau show the expanded CTC is already having a major impact with 

dramatic declines in food insufficiency and financial hardship. Households with children 

experienced a 2.6 percentage point decline in food insufficiency in July 2021, after the first 

round of monthly payments was disbursed. Similarly, the number of households with children 

reporting difficulty paying for household expenses declined by 2.5 percentage points that month. 

Families who received expanded CTC payments in July overwhelmingly spent the money on 

essentials for their children: 57% spent it on school expenses, 47% spent it on food and nearly 

10% (and 17% of those with at least one child under age 5) spent it on child care. 

https://www.jstor.org/stable/40598980
https://www.ntanet.org/wp-content/uploads/proceedings/2011/018-chetty-new-evidence-longterm-2011-nta-proceedings.pdf
https://www.journals.uchicago.edu/doi/abs/10.1086/697477
https://www.aeaweb.org/articles?id=10.1257/aer.20130375
https://www.nber.org/papers/w26942
https://www.nber.org/papers/w26942
https://scholar.harvard.edu/files/hendren/files/welfare_vnber.pdf
https://www.nationalacademies.org/our-work/building-an-agenda-to-reduce-the-number-of-children-in-poverty-by-half-in-10-years
https://www.census.gov/library/stories/2021/08/economic-hardship-declined-in-households-with-children-as-child-tax-credit-payments-arrived.html
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