
Extending the Child Tax Credit to Break the Cycle of Poverty

The extent to which the health effects of poverty and
economic hardship pervade primary care clinics and hos-
pitals across the US is not always clear to policy makers.
Poverty affects children throughout the life span and is
associated with increased infant mortality, decreased lan-
guage development, and chronic illnesses.1 This effect is
not just circumstantial but biologic. Poverty and eco-
nomic hardships such as food insecurity and housing in-
stability affect brain development, and children from low-
income households score lower on standardized tests and
have reduced regional gray matter volumes.2 Parents who
struggle to afford basic needs, such as housing, food, and
utilities, report greater mental health issues, which affect
parenting.3 Prior research has demonstrated that school
readiness, academic performance, and a child's eventual
economic attainment are sensitive to family income.1

These poor outcomes are correlated with the discrep-
ancy between family income and financial need.4 Al-
most half the children in the US live in or near poverty, de-
fined as an income of up to 200% of the federal poverty
level or an income of $53 000 or less for a family of 4. This
represents 31.5 million children living in or near poverty,1

which is roughly the equivalent of the populations of Ohio,
Georgia, West Virginia, and Arizona combined.

Direct financial aid to families experiencing eco-
nomic hardship is a proven strategy to improve child
health. For example, although the money from these pay-
ments does not necessarily go to health care–related
spending, parents spend it on the basic needs of chil-
dren, such as food and shelter, well established as pre-
requisitesforhealth.1 Paymentsthatreducefinancialstrain
among families even have beneficial effects in preven-
tion of injury and behavior problems.4 Some research-
ers have hypothesized that when basic needs are ful-
filled, the strain of economic insecurity is alleviated and
parents are better able to engage in supportive behav-
iors for their children.2,4 Furthermore, studies have dem-
onstrated that direct payments to families support eco-
nomic mobility and asset building, both of which are
critical to breaking the cycle of poverty and economic
hardship for families and are associated with positive
health outcomes.1,4

The Child Tax Credit,5 initiated in 1998, was de-
signed to support low- and middle-income families in off-
setting the costs of raising children. In March 2021, the
American Rescue Plan Act increased Child Tax Credit pay-
ments from $2000 per child for all children from birth to
age 16 years to $3000 per child for children aged 6 to 17
years and $3600 per child younger than 6 years and ex-
panded eligibility for the credit to ensure that families with
the lowest incomes are eligible.6 This change also made
payments available on an advanced monthly basis, start-
ing in July 2021, instead of 1 lump sum per year at tax time.6

With the changes under the American Rescue Plan
Act, approximately 4 million children are estimated to

no longer experience poverty; the changes also include
an important provision that promotes racial equity. The
previous structure of the Child Tax Credit meant that one-
third of children—disproportionately Black and Latinx
children—were ineligible for the maximum credit amount
because their family income was too low.7 The ex-
panded version of the Child Tax Credit ensures that the
families in most need of financial assistance to afford ba-
sic expenses receive the credit. Furthermore, the avail-
ability of this credit in advance is crucial to enable fami-
lies to afford everyday, time-sensitive expenses, such as
food, rent, and childcare.6

For families with incomes low enough to qualify for
federal assistance programs, these Child Tax Credit pay-
ments support family economic mobility and potentially
mitigate the “cliff effect,” a phenomenon that occurs when
an increase in wages results in a disproportionate loss of
multiple forms of government assistance. Previous re-
search demonstrated that when families lost vital social
benefit programs owing to an increase in income, they
were at greater risk of economic hardship and adverse
caregiver and child health effects.8 Payments from the
Child Tax Credit, which are not countable as income in fed-
eral assistance programs, can help families who experi-
ence food insecurity or housing instability to mitigate the
“cliff effect” by maintaining access to these critically im-
portant benefits. The Child Tax Credit also helps families
afford expenses such as childcare and transportation,
which ensures that parents are able to remain in the work-
force. Permanently retaining the current structure of the
payments is necessary for supporting families with very
low incomes on the path of economic mobility.

Although taxes may seem outside the scope of medi-
cal practice, poverty may be the most important factor af-
fecting the health of patients. Physicians have the unique
perspective to demonstrate how economic opportunity
enables children to reach their full potential. Of impor-
tance, approximately 4 million eligible children will not re-
ceive this credit for tax year 2021 unless their parents file
taxes or sign up for the credit as nonfilers.6 Physicians
should make it a regular part of clinical care to ask families
whether they have received Child Tax Credit payments or
have encountered barriers to accessing them. National re-
sources, such as the Medical Tax Collaborative, Volunteer
Income Tax Assistance Sites, and getctc.org, can help fa-
cilitate access to these credits for patients.

Thereisonemorecall toaction.TheseexpandedChild
Tax Credit payments are only slated to continue through
2021. Physicians must advocate for a permanently ex-
panded and inclusive Child Tax Credit to be implemented
as part of the national strategy for child health. This re-
cent change in legislation is a once-in-a-generation oppor-
tunity to advocate for an expanded Child Tax Credit that
appliestofamilies,particularlyfamilieswithimmigrantchil-
dren and those with very low income, who would other-
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wise earn too little to qualify but could benefit substantially from these
monthly payments. These Child Tax Credit payments are essential to
addressing inequities in child health and to decrease the number of
families experiencing poverty. We call on all pediatricians to implore

legislators to make these changes to the Child Tax Credit a perma-
nent part of the strategy to care for US children because it has been
proven that the changes are associated with not only healthier chil-
dren but also healthier parents and families.
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