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Executive Summary 

 The 2021 temporary expansion of the Child Tax Credit (CTC) is unprecedented in its reach and is 

predicted to cut American child poverty by more than half. The expanded CTC provides families with $3,600 for 

every child in the household under the age of six, and $3,000 for every child between the ages of six and 17. 

Almost all middle- and low-income families with children are eligible for the CTC. Married parents making less 

than $150,000 and single parents making less than $112,500 per year will receive the full amount of the credit, 

which begins to phase out slowly after these income cut-offs. The purpose of this study is to understand the impact 

of the CTC on families and to inform current proposals to make the credit permanent. 

To understand how families were responding to the CTC, we utilized a probability-based online panel to 

survey a nationally-representative group of 1,514 American parents eligible for the credit. The survey was 

administered between July 8 and July 13, 2021—immediately before the first CTC payments were delivered. In 

this summary report, we highlight key findings from the first wave of the study, focusing specifically on how 

families plan to use CTC payments and their initial perceptions of the expanded credit. The full report, examining 

the impacts of the CTC on families relative to a comparison group of households ineligible for the CTC, is 

forthcoming in early 2022. Notable findings of the current study include the following: 

• Most parents (87.7%) had heard about the credit. 

o Parents with only one child and those with household incomes below $25,000 were the least likely 

to have heard about the credit. 

• When asked what parents intended to do with the credit, the most common responses were: 
o save for emergencies (74.8%) 

o apply the money towards housing, food, and utilities (66.6%) 

o purchase clothing or other essentials for their child(ren) (58.1%) 

o purchase more or better quality foods for their family (49.0%) 

o contribute to a college fund for their child(ren) (41.9%) 

• 21.3% of respondents either owned a small business or intended to launch one in the next 12 months. This 

indicates that these parents may be receiving support for their family expenses as they're trying to get their 

business of the ground. 
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• Households with $50,000 or less in income were more likely than higher-income households to: 

o plan on using the CTC for essential expenses 

o spend more time with their child(ren) 

o spend more on tutors for their child(ren) 

• Many households, regardless of income, planned to use the CTC to help build a college fund for their 

child(ren). 

• 93.6% of parents planned to continue working or work more while receiving the credit. 

o Those most likely to work less were parents with infants or toddlers (11.2%). 

• 19.7% said they would use the credit to stay home more with their child(ren).  

o Those most likely to say this lived with a spouse or partner. 

• 83.2% of parents either supported making the expanded credit permanent or were undecided. 

• Nearly three in four (72%) parents preferred monthly payments over an annual lump sum. 
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Background 

The Child Tax Credit (CTC) was created in 1997 as part of the Taxpayer Relief Act (P.L. 105-34). The 

original credit was $400 per child under age 17 in 1998 and grew to $500 per child the following year. The credit 

was largely nonrefundable, except for a small number of families with at least three children, which meant that 

for most people it could only be used to offset taxes owed.1 The credit began to phase out once income reached 

$75,000 for people who were not married and $110,000 for married couples. The majority of the credit’s benefits 

accrued to families in the middle of the income distribution and very few low-income families received any 

benefit. 

The Economic Growth and Tax Relief Reconciliation Act of 2001 (P.L. 107-16) doubled the credit to 

$1,000 per child under age 17 and made the credit refundable for families that earned at least $10,000. Although 

the increase to $1,000 per child was supposed to happen gradually, reaching its full value in 2010, subsequent 

legislation sped up the increase to 2003 and then made the increase permanent. The refundable portion of the 

credit, often called the Additional Child Tax Credit, was calculated as 10% of earnings in excess of $10,000, 

which was later increased to 15% of earnings. The minimum level of earnings needed to receive the credit as a 

refund was reduced several times, ultimately falling to $2,500 in the Tax Cuts and Jobs Act of 2020. That same 

legislation consolidated several family provisions which had the effect of doubling the CTC to $2,000 per child 

under age 17, up to $1,400 of which could be received as a refund, and extending the point at which the credit 

began to phase out to $200,000 for people who were not married and $400,000 for married couples.  

In early 2021, President Joe Biden and Congress passed a COVID-19 relief package that gave most 

Americans a $1,400 economic impact payment and further expanded the existent CTC on a temporary basis 

(Taylor, 2021). This expansion increased the credit’s maximum value ($3,000 for school-age children and $3,600 

for children under the age of six) for single parents filing as head of household with income less than $112,500 

                                                             
1 Families with 3 or more children could receive a refundable credit to the extent that an employer’s share of Social Security taxes 
plus individual income taxes exceeded a family’s Earned Income Tax Credit. 
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and for married couples with income less than $150,000.2 For families with higher incomes, the CTC phases 

down until it reaches its pre-2021 level of up to $2,000 per child. Most important to very low-income families, 

the CTC was made fully refundable, eliminating the earnings requirement to receive the refundable portion of the 

credit. For one year, even very low-income families qualify for the full credit. The CTC was also extended to 

families with children aged 17. Finally, half of the credit will be issued in regular monthly payments to most 

families from July to December 2021.  

These temporary changes give the credit significant advantages over existing family assistance programs 

such as Temporary Assistance to Needy Families, which has low income and asset limits and strict work 

requirements, and is criticized for creating employment and savings disincentives among low-income families 

(Hamilton, 2020). It also has advantages over the Earned Income Tax Credit, which lifted 5.6 million people out 

of poverty in 2018 (Center on Budget and Policy Priorities, 2018) but does not reach unemployed households. 

Thirty-nine million households will receive the expanded CTC, reaching 88% of American children (Internal 

Revenue Service, 2021) and boosting the income of the poorest 20% of families by an average of 37.4% (Davis 

et al., 2021). Further, because families of color are over represented in poverty, the expanded CTC would lift 1 

million Black children and 1.7 million Hispanic children out of poverty in an average year if the expanded credit 

were extended (Acs & Werner, 2021). 

Overall, experts estimate that the credit will reduce child poverty by more than half (Maag & Airi, 2021), 

representing substantial potential savings as childhood poverty currently costs more than $1 trillion per year in 

reduced productivity and increased crime, health care and social services spending (McLaughlin & Rank, 2018). 

Researchers at the Center on Poverty and Social Policy at Columbia University predict that the expanded credit 

will cost tax payers $100 billion per year but generate $800 billion in annual economic stimulus via future earnings 

and tax contributions, decreased infant mortality and other negative health outcomes, and reductions in child 

protection and law enforcement involvement (Garfinkel et al., 2021).  

Some have argued that the expanded CTC is essentially a “guaranteed income” for families (DeParle, 

2021); an idea that is currently growing in popularity as a legitimate policy alternative. Sixty years of guaranteed 

                                                             
2 In some cases, a person claiming the CTC will file as single, rather than head of household. In these cases, the credit begins to phase 
out once income reaches $75,000. 
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income pilot data consistently show associations between guaranteed income programs and improved physical 

and mental health, improved child educational outcomes and decreased crime and drug use (Akee et al., 2010; 

Hasdell, 2020; Marinescu, 2017). Recent polls find that roughly half of Americans support the implementation 

of a guaranteed income (alternatively, “basic” income or BI), but resistance usually relates to presumed work 

disincentives (Hamilton et al., 2021). This assumption is not supported by existent research, which finds that 

recipients of BI continue working as they did before or reduce work only slightly (Hasdell, 2020). In the recent 

Stockton, CA pilot, full-time employment among recipients increased by 40% (Baker et al., 2021). Further, 

previous research on the CTC, before its expansion, found that it was also related to increased labor force 

participation among mothers (Zheng, 2020), with similar results observed among single mothers receiving the 

Canadian child tax credit (Schirle & Koebel, 2015). While there is no empirical reason to believe that the CTC 

will significantly reduce employment, it remains a salient public perception question if this policy is to become 

permanent.  

It may be difficult to observe significant changes in behaviors such as crime, drug use and hospitalizations 

over six months, but these too represent important public policy questions and warrant investigation. Previous 

research on cash transfer programs can however give us some insights into how the monthly payments might 

influence behavior. A meta-analysis of 30 global cash transfer programs found that spending on temptation goods 

such as alcohol and tobacco decreased after implementation of the program (Evans & Popova, 2016). An 

expansion of the child tax benefit in Canada was likewise associated with lower expenditures on tobacco and 

alcohol while low-income families spent more money on education, food, rent, and transportation (Jones et al., 

2015).       

However, it is important to note that the frequency of cash transfer programs has a significant potential 

influence on behavioral outcomes. For example, researchers discovered small increases in drug related incidents 

in the days and weeks following the annual, lump-sum disbursement of the Alaska Permanent Dividend Fund 

(Watson et al., 2020) which is at odds with most other studies of cash transfer programs with smaller, recurring 

disbursements (Evans & Popova, 2016).  One cash transfer project with individuals experiencing homelessness 

in Canada found that when the payments were split up and made more frequently, drug use declined (Richardson 

et al., 2019). Similarly, a pilot project which broke up EITC payments over four regular installments found that 
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recipients experienced both improved financial outcomes and decreased psychological stress (Kramer et al., 

2019).  Thus, increasing the frequency of transfers may help lessen demand for drugs, alcohol and cigarettes. 

Recurring installment payments may also have a consumption smoothing effect. Income volatility, defined 

as significant and unpredictable changes in month-to-month income, increases the likelihood that a household 

will experience food insecurity, housing instability and a host of other negative outcomes (Smith-Ramani et al., 

2017). Experts in the psychology of economic scarcity explain that income volatility can “elicit a range of 

counterproductive behaviors such as attentional neglect, forgetting, impulsive spending, anxiety and poor 

planning” (Smith-Ramani et al., 2017, p. 365). Monthly payments can help families cope with income volatility 

that results from factors like precarious employment (e.g., irregular work hours for wage earners, fluctuating and 

seasonal earnings among self-employed and “gig” workers) and caregiving responsibilities (e.g., parents who lack 

paid sick leave who need to stay home with a sick child).  Monthly CTC payments may also give a liquidity boost 

to households that struggle to save by creating enough financial “slack” to build short-term savings needed to 

smooth consumption when regular income falls short, is volatile and/or when confronting expense shocks 

(Despard et al., 2018). Forty-one percent of Americans report not having enough savings to cover a $2,000 

financial emergency, such as a medical bill or major car repair (Pew Charitable Trusts, 2015), which may help 

explain why researchers estimate that escaping poverty takes “almost 20 years with nearly nothing going wrong” 

(White, 2017). Further, the accumulation of assets is an important component of intergenerational mobility and 

plays a critical role in persistent racial inequality (Pfeffer & Killewald, 2019).  

Monthly CTC payments may further influence households’ use of credit and unsecured debt. When faced 

with a financial emergency or when income falls short of usual expenses, households typically turn to credit. For 

households with subprime credit scores, credit options may be limited to high-cost options such as payday loans. 

Regular CTC payments may lessen demand for credit and/or enable households to pay down and better manage 

unsecured debt. Lastly, the monthly delivery of the CTC marks an important departure from traditional policy 

approaches, which may have additional effects on household financial well-being. Currently, individuals must 

wait until they file their federal income tax returns to claim credits that may generate refunds. Waiting for tax 

refunds may force households to defer meeting important material needs and/or accumulate unsecured debt to 
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smooth consumption. People also often defer healthcare until after tax refunds arrive, even when they are able to 

predict what their refund will be (Farrell, Greig, & Hamoudi, 2018). 

In sum, both the additional amount of the CTC and its partial advance payment mechanism may improve 

the financial well-being and health of many families—especially those with lower incomes, a lack of savings, and 

low credit scores. In particular, the additional CTC may help lessen families’ risk for material hardship. Indeed, 

the U.S. Census Bureau’s Household Pulse Survey found a significant decline in the number of households with 

children reporting food and financial insecurity immediately before and after the first monthly payment was 

deposited on July 15, 2021 (Perez-Lopez, 2021). This is important because hardship is associated with a host of 

adverse outcomes related to other policy objectives, such as increased risk for child maltreatment (Yang, 2015), 

child behavior problems (Zilanawala & Pilkauskas, 2012), and intimate partner violence (O’Connor & 

Nepomnyaschy, 2020). Understanding how the CTC may affect families in ways that relate to various policy 

goals is important for informing long-term public and political discourse around this and related BI benefits.     

Support for and Awareness of the Expanded Child Tax Credit 

Several recent polls have found that a majority of Americans support the expanded credit. A survey 

conducted in April 2021 by Data for Progress found that 59% of respondents supported the expansion, including 

75% of Democrats and 43% of Republicans (Data for Progress, 2021). A more recent survey by Morning 

Consult/Politico, conducted in July 2021, found that 54% of respondents (including 75% of Democrats and 31% 

of Republicans) supported the temporary expansion of the credit (Williams, 2021). However, it is less clear 

whether Americans support making the expansion permanent. The Morning Consult/Politico survey also found 

that only 35% of respondents agreed with making the credit permanent (including 55% of Democrats and 16% of 

Republicans) (Williams, 2021) while a separate survey of likely voters, also conducted in July, found that 51% 

support making the credit permanent, again with significant differences by political party (Wilson, 2021).  

There also appears to be wide variations between Americans in their awareness of the expanded credit 

before its implementation. In one survey conducted in April 2021, 53% of likely voters were unaware of the 

credit, but this number decreased to 35% by July (Wilson, 2021). Another survey conducted in June 2021 found 

that 29% of low- to moderate-income households had heard little to nothing about the credit. This lack of 
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awareness was much higher (78%) among households who did not file taxes in 2020 (most often because their 

income is too low), meaning that those who could most benefit from the credit were the least aware of it 

(SaverLife, 2021). This may also mean that these households were unaware that they need to sign up for the credit 

through the IRS non-filer portal. 

Current Study 

In contrast to the limited basic income pilot studies, the temporary expansion of the CTC gives researchers 

an unprecedented opportunity to measure the employment, financial and well-being effects of a sweeping 

guaranteed-income-like policy intervention. In the current study, we seek to answer the following research 

questions: 

1. Are parents aware of the expanded credit? 

2. For what purposes do parents intend to use their CTC payments? 

3. Do parents support making the tax credit permanent and if so, do they prefer monthly payments or an 

annual lump sum? 

4. Do parents see the funds provided by the CTC as sufficient for their families? 

 

In January 2022, we intend to survey the same parents and a comparison group to learn more about the credit’s 

effects on family economic, physical and social well-being, and its ability to affect economic inequality for 

eligible households.  

Methodology 

To conduct this study, we utilized a probability-based online panel to survey 1,514 American parents who 

qualified for the CTC.3 The survey was administered between July 8 and July 13,, 2021. This time frame enabled 

                                                             
3 For the full study, which assesses the impacts of the CTC on households relative to a comparison group, we also surveyed a similarly 
sized sample of households not eligible for the CTC, e.g., parents of children aged 18 or higher, and adults without children. By 
assessing outcomes for CTC-eligible parents, non-eligible parents, and adults without children, pre- and post-implementation of the 
CTC, we can assess the impacts of the CTC through a difference-in-differences research design, which is a common quasi-
experimental method used in assessing the impact of policies and programs. However, data collection for this full study is ongoing and 
will only be complete in January, 2022, after the CTC payments have ended. The current report focuses only on the sample of CTC-
eligible parents and their plans for and opinions of the CTC. 
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us to collect data on households immediately before the first CTC payment went out on July 15. Our sample was 

limited to those with household incomes below $150,000 as the credit begins to phase out at this level for married 

couple families. The use of a probability-based panel allows us to use weights to ensure that our sample is 

representative of the U.S. population of CTC-eligible parents. 

The survey captures a wide variety of questions concerning household characteristics, measures of 

economic and social well-being, interactions with and investment in children, and an array of questions designed 

to measure opinions of the CTC and how households plan to use the credit. For the purposes of this report, we 

present indicators directly related to the CTC itself, including families’ awareness of the CTC, how they plan to 

use their CTC payment, whether they plan on taking the CTC as a monthly payment or a single lump sum at tax 

time, and their opinions on various aspects of the credit. 

The analyses in this report are descriptive, and we rely on simple summary statistics and cross-tabulations 

to highlight key results. Generally, to highlight statistically significant findings, we use basic statistical tests such 

as chi-squared tests. However, where appropriate, we also use multiple regression analysis to assess whether 

observed relationships between key variables remain consistent when controlling for other variables. This 

approach allows us to, for example, assess whether the relationship between planned usage of the CTC and income 

holds when accounting for the number of children in a household. 

Wave 1 Findings 

Awareness of the CTC 
 

Overall, awareness of the credit was high among our respondents, with 87.7% having heard about the 

expanded CTC (see Figure 1). Those least likely to be aware of the credit were parents with only one child (83.6%, 

p=0.04) and those with extremely low incomes ($0 to $25K; 82.3%, p=0.01). Awareness was highest among those 

with household incomes $25k to $50k (92.0%, p=0.01).  
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Figure 1. Awareness of Child Tax Credit Payments     

 

n=1,444 CTC-eligible respondents 

When asked if they anticipated receiving the monthly payments, Figure 2 shows that 64.3% planned on 

receiving monthly payments, 11.7% planned to opt-out of the monthly payments and receive the credit as a single 

payment in 2022, and 5.9% did not plan on receiving the credit at all. Those most likely to anticipate receiving 

the monthly credit were those with incomes $25k to $50k (73.5%, p< 0.001). Those most likely to opt out of 

monthly payments were Latinx respondents (14.4%, p=0.00) and those with household incomes above $100,000 

(21.4%, p< 0.001). Finally, those who were least likely to believe that they would be eligible for the credit were 

parents with one child (9.2%, p=0.03), parents with an infant or toddler (9.1%, p< 0.001), Black respondents 

(10.9%, p< 0.001), and those who were neither employed nor unemployed (i.e., receiving disability, retired, or 

full-time unpaid caregivers; 13.3%, p=0.07). 
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Figure 2. Expected Means of Receiving the CTC 

 

 
Planned Usage of the CTC 

Figure 3. Planned Usage of the Child Tax Credit  

 

 

 

 

 

 

 
 
 

 

n=1,417 CTC-eligible respondents 

 

n=1,056 – 1,078 respondents who anticipate receiving the CTC. Responses differ slightly across categories as some respondents 
skipped answering yes/no for certain categories. 
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Figure 3 highlights how families plan to use their CTC payments. Most respondents said that they would 

save for emergencies (74.8%), put it towards usual expenses (housing, food, utilities; 66.6%), purchase clothing 

or other essential items for their children (58.1%), purchase more or better food for their family (48.9%), or put 

it toward a college fund for their children (41.9%). Overall, very few respondents predicted that the credit would 

significantly influence their work arrangements. Only 6.4% said they would either work less or change jobs and 

19.7% said they would use the credit to stay home more with their children. When we control for demographic 

factors using regression, those most like to use the credit to stay home with children are those living with a spouse 

or partner, while parents of two children are more likely to use the credit to either work less or find a new job. By 

not requiring work to receive the expanded credit, it appears that this policy is allowing two-parent families greater 

freedom in making their own work and child care decisions. It can also create an important safety net for children 

whose parents may be vulnerable to volatility in the low-wage labor market, or have disabilities, health issues or 

low levels of education. Multiple recent studies of the Temporary Assistance to Needy Families program have 

found that work requirements, rather than incentivizing families towards economic independence, have simply 

excluded the most vulnerable children from assistance due to their parents’ complex barriers to employment 

(Hamilton, 2020).  

Interestingly, there was some significant variation between demographic groups on their expected usage 

of the credit. For example, parents with infants or toddlers were more likely than the full sample to report that 

they would work less or change jobs (11.2% vs. 6.4%, p=0.04), stay home with their child (28.2% vs. 19.7%, 

p=0.02), change their children’s school (9.0% vs. 5.5%, p=0.10), spend more for childcare-related expenses 

(44.1% vs. 26.5%, p< 0.001) and essential items for their children (69.8% vs. 58.1%, p=0.01). Allowing parents 

with young children the freedom to spend more time with their children may have not only beneficial effects on 

their children but also on the larger economy. When welfare-to-work programs require mothers to return to work 

shortly after the birth of a child, they are more likely to take low-paid, precarious work in order to meet 

requirements, but then ultimately spend more time receiving assistance in the ensuing years. Conversely, in states 

which extend loosen requirements after childbirth, mothers are more able and likely to find stable employment 

that fosters long-term economic stability for their family (Kim, 2018).  
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Those who were unemployed also had different expected uses for the credit than the full sample. 

Households in which the respondent or their spouse/partner was unemployed were more likely to anticipate 

staying home with their child more (38.6% vs. 19.7%, p< 0.001), buying more/better food for their family (59.7% 

vs. 49.0%, p=0.01), paying for usual expenses (80.2% vs 66.6%, p< 0.001) and essential items (72.6% vs. 58.1%, 

p< 0.001). Figure 4 examines the relationship between households’ reported 2020 income and their plans for the 

CTC. From this, we see that, while households across the income spectrum planned to use the CTC to build their 

emergency savings and pay for childcare expenses at similar rates, households with $50,000 or less in income 

were more likely than average to report using the CTC for routine expenses (76.3% vs. 66.6%, p<0.01), 

purchasing essential items (75.2% vs. 58.1%, p<0.01), buying more or better food (65.8% vs. 49.0%, p<0.01), 

spending more time with their child (28.4% vs. 19.7%, p<0.01) and spending more on tutors for their child(ren) 

(12.3% vs. 7.1%, p<0.01). By contrast, higher-income households were more likely than average to report 

starting/growing a college fund for their child(ren) using the CTC (50.4% vs. 41.9%, p=0.01), but almost 40% of 

households making $50,000 or less still planned to do so as well.  

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

Social Policy Institute  
Employment, Financial and Well-being Effects of the 2021 Expanded Child Tax Credit | September, 2021    
                              15 

Figure 4. Planned Usage of the Child Tax Credit (for selected uses), by Household Income in 2020 

 

 

Parents’ Views of the CTC 
 

Similar to one national survey described above, Figure 5 shows that more than half (56.5%) of parents 

agreed that the credit should be made permanent, while only 16.9% disagreed. Black and Hispanic households 

(p< 0.001and p=0.02, respectively), those with lower-incomes (p< 0.001), and the unemployed (p< 0.001) were 

most likely to agree with the statement.  

n=1,049 – 1,071 respondents who anticipate receiving the CTC. Responses differ slightly across categories as some 
respondents skipped answering yes/no for certain categories. 
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Figure 5. Support for Making the Child Tax Credit Permanent 

 

n=1,364 respondents who either plan on receiving the CTC or are unsure if they will receive the  CTC 

In Figure 6, we examine households’ agreement with the statement “In addition to my other sources of 

income, the Child Tax Credit payment of $250 or $300 each month is enough to allow me to support my family.” 

When asked if the monthly CTC would be sufficient to support their family, 48.4% agreed while 22.8% disagreed. 

Figure 7 examines households’ agreement with this statement by their 2020 income. Families with less than 

$50,000 in income were the least likely to agree that the CTC funds were sufficient to support their family. 

However, even among this group, only about a quarter of respondents explicitly disagreed that this amount was 

sufficient. 
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Figure 6. Perceptions of Child Tax Credit Payment Sufficiency in Supporting Family 

 

 

 

 

 

 

 

 

Figure 7. Perceptions of Child Tax Credit Payment Sufficiency in Supporting Family, by Income 

 

 

 

 

 

 

 

n=1,352 respondents who either plan on receiving the CTC or are unsure if they will receive the CTC 

 

n=1,336 respondents who either plan on receiving the CTC or are unsure if they will receive the CTC 
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When asked if they preferred monthly payments or an annual lump sum were the credit to become 

permanent, three out of four respondents (72.0%) preferred monthly payments rather than a lump-sum. Those 

most likely to support monthly payments were Black respondents (86.5%, p< 0.001), those with annual household 

incomes $0 to $25K (84.9%, p< 0.001) and those either employed part-time (82.8%, p=0.07) or unemployed 

(78.9%, p=0.04). When we control for demographics factors using regression, Black and Hispanic families are 

still more likely to support monthly payments, as are families of 2 or more children.  

Discussion 

In this survey, launched immediately before the first CTC payments went out to families in July, we find 

that most parents (87.7%) have heard about the expanded credit, but there may be greater need for outreach among 

households with only one child and those with very low incomes. Parents overwhelmingly planned to use the 

credit to save for emergencies and college tuition, apply the money towards housing, food, and utilities, and 

purchase more or better quality foods, clothing, and other essentials for their children. Very few respondents 

(6.4%) anticipated using the credit to work less. Those most likely to work less were those with infants and 

toddlers. This group of parents were also more likely to predict using the credit to change their child’s school and 

spend more on childcare. It appears that the expanded CTC gives families with very young children greater choice 

in their childcare arrangements. Similarly, less than 20% of parents anticipated using the credit to stay home more 

with their children, but those most likely to say this lived with a spouse or partner. Here again, the credit appears 

to give families greater flexibility in making work and childcare choices.  

In addition, we see that families’ plans for the CTC depended on their income levels. Specifically, families 

on the lower end of the income distribution (making $50,000 or less in 2020) were much more likely to report 

using the CTC to cover household essentials like bill payments and food. However, despite planning to use the 

CTC for these routine expenses and necessities, we also see evidence that these households planned to use at least 

some of their CTC payments to invest in their children by contributing to a college fund, hiring tutors, and 

spending more on their children’s activities. This may indicate that the CTC will play a dual role in families’ 

finances, better allowing them to handle their budget constraints and manage their essential expenses, while also 

allowing them to provide their children with the skills and resources that are often necessary to success later in 

life. 
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     Our findings suggest that parents will use additional cash benefits in ways that support financial 

security, family stability and child development in ways that fit their needs and priorities, which likely vary based 

on the age of their children. For example, the additional CTC can help families with very young children pay for 

child care or help offset the loss of income that results from reducing work to care for children at home. 

Parents’ varied uses of the additional CTC also support a range of policy goals. Use of the credit to meet 

basic needs lessens the risk for material hardship, which may help reduce child maltreatment (Kang, 2013; Yang, 

2015). Using the credit to build emergency savings aligns with federal savings initiatives (e.g., the “Ready” 

National Public Service Campaign, the Consumer Financial Protection Bureau’s “Start Small Save Up” initiative). 

Getting help from tutors, supporting children’s activities and saving for college all represent investments in 

children’s education and development aligned with education policy. 

     In early 2022, we intend to ask the same parents how the credit affected their employment, childcare, 

and spending. We will also compare how the credit impacted families’ well-being, finances, behaviors, and 

employment against a control group of those ineligible for the credit. This work will allow us to better understand 

the holistic effects of the CTC on the outcomes of families, thus pointing toward the potential benefits of 

extending the CTC beyond 2021.  
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