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Economic Issue in Focus — Expanded Child Tax Credit Expected to Generate $19.3 Billion Each
Month In Spending In Local Economies

Updated estimates from the JEC show the expanded Child Tax Credit (CTC) is expected to generate
nearly $19.3 billion in spending in local economies each month based on information released by the
Treasury Department for August. The updated brief includes estimates for the economic impact on
each state. 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: 47% spent it on food and nearly 10% (and 17% of those with at least one child under age
five) spent it on child care.

Key Economic Indicators to Track

Unemployment Insurance Claims: Data Weekly Claims For Unemployment Benefits Fell
released by the Department of Labor to a Pandemic-Era Low in August 2021
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Source: Department of Labor

Retail Sales: Data released by the Census Nt D3t are seasonally adjusted.
Bureau show that retail sales remain above pre-pandemic levels by over 17%, indicating that despite

concerns about the Delta variant, the U.S. economy remains strong.

FOMC Minutes: Minutes from the Federal Open Market Committee’s July meeting show that Fed
officials have continued discussions about when to begin tapering off bond purchases, raising the
possibility that this could occur before the end of 2021.


https://www.jec.senate.gov/public/_cache/files/e57cf6b6-9cd8-4fb8-9ae6-bf705734e9b1/ctc-economic-impact-update-8-13-2021.pdf
https://www.dol.gov/ui/data.pdf
https://www.census.gov/retail/marts/www/marts_current.pdf
https://www.federalreserve.gov/monetarypolicy/files/fomcminutes20210728.pdf

JEC Spotlight — Further Investment in Child Care is Needed As It Forms The “Backbone of the
Future Economy”

A recent JEC fact sheet draws attention to the fact that the United States spends significantly less on child
care and early education than most other OECD member countries. Out of the 33 OECD members that
reported on their spending on child care and early education, the United States ranks third from the bottom
for investments as a share of GDP. Recent reporting underscores the need to make investments to ensure that
affordable child care is available to all because, even as much of the economy has reopened, uncertainty
surrounding school re-openings and child care as a result of the Delta variant is keeping mothers from
applying to jobs. University of Michigan economist Betsey Stevenson recently described child care as, “the
backbone of our future economy because it invests in and develops our human capital.” As the economic
recovery continues, the need to make the investments in the care economy contained in the reconciliation
package is evident, as choices about child care will shape the U.S. economy for years to come.

U.S. Public Investment in Children Lags
Behind Other OECD Countries

Public spending on early childhood education and care as a share of
GDP, 2015 or latest year available

Iceland 1.80%
Denmark 1.23%
OECD Average 0.75%

Australia | 0.65%
United Kingdom |= 0.65%
Germany |e 0.60%
Italy 0.56%
Japan 0.44%
United States 0.33%
Ireland 0.32%
Turkey 0.15%

Source: OECD Social Expenditure Database, Chart PF3.1.A. Public spending
on early childhood education and care
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mailto:nita_somasundaram@jec.senate.gov
https://www.jec.senate.gov/public/_cache/files/c3be28bf-d058-4046-ad53-92bcac068b6f/fast-facts-child-care-oecd-final.pdf
https://www.nytimes.com/2021/08/05/upshot/covid-child-care-schools.html
https://fordschool.umich.edu/news/2021/stevenson-addresses-child-care-senate-committee-testimony?theme=stpp
https://www.jec.senate.gov/public/index.cfm/democrats/resources_1/
https://www.jec.senate.gov/public/index.cfm/democrats/issue-briefs?ID=4289DCF0-EEA6-48D8-98FC-2AE20A821789
https://www.jec.senate.gov/public/index.cfm/democrats/issue-briefs?ID=4289DCF0-EEA6-48D8-98FC-2AE20A821789
https://www.jec.senate.gov/public/index.cfm/democrats/issue-briefs?ID=4289DCF0-EEA6-48D8-98FC-2AE20A821789
https://www.jec.senate.gov/public/_cache/files/643d2ef1-4177-42a3-a638-920c0cf93bef/protecting-renters-from-eviction-can-both-keep-families-housed-and-ensure-an-equitable-economic-recovery.pdf
https://www.jec.senate.gov/public/_cache/files/643d2ef1-4177-42a3-a638-920c0cf93bef/protecting-renters-from-eviction-can-both-keep-families-housed-and-ensure-an-equitable-economic-recovery.pdf
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