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relationships between household income and
children’s outcomes could reflect a wide range
of associated factors, such as parental educa-
tion, parental aspirations and approaches to
parenting. While many studies are able to con-
trol for a large number of observed characteris-
tics, they cannot adjust for differences between
households that are not captured in the data.

SINCE OUR ORIGINAL REVIEW was published, 
the question of whether, and how much, 
money matters has continued to domi-

nate public and policy discourses in the UK. In
2016 the Child Poverty Act was effectively abol-
ished, removing targets to reduce child poverty
and replacing the income-based poverty meas-
ures with ‘life chances’ indicators capturing
household worklessness and children’s educa-
tional attainment at age 16. While the impor-
tance of income has been downgraded
politically, relative child poverty has increased
and is predicted to increase further still, to 36.6
per cent by 2021.1 Around a third of this pre-
dicted increase in child poverty is due to
planned tax and benefit reforms, including the
freeze on benefit rates and the ‘two-child limit’
for child tax credit and universal credit.2 The
most recent report by the Social Mobility
Commission highlighted not only a lack of
progress in closing the gap between more and
less advantaged children, but also an undoing
of previous progress in reducing child poverty.3

This lack of progress and lack of government
commitment to addressing these inequalities
led to the resignation of each member of the
Social Mobility Commission in December 2017,
in an attempt to highlight the seriousness of the
situation.4 The question of how far money
affects children’s opportunities to thrive and
succeed is therefore as important today as ever.
Given the current policy context and the grow-
ing body of research in this area, this seems an
important time to update the evidence base. 

Causal evidence
There were two distinctive features of our origi-
nal study which we carry over into the update.
First and most important, we restrict the evi-
dence base to studies that convince us that
they are identifying causal relationships.
Establishing causal relationships is very difficult
in social science, and it is clear that observed
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possible with the post-2012 evidence because
of time and resource constraints. Instead, we
reviewed the top 2,000 studies returned from
systematic searches, and followed up on addi-
tional ‘snowballed’ studies. In both reviews we
included peer-reviewed journal articles and
‘grey literature’ (working papers). This was an
attempt to reach a balance between ensuring
only high-quality studies were included, without
excluding more recent studies still in the review
process. 

In addition to meeting our requirements on
methods, studies were only retained if they met
the following criteria:

• Studies had to have an abstract written in
English.

• Studies had to relate to an OECD or
European Union country, so that the context
is comparable to the UK.

• Studies had to have the stated aim of testing
the effect of financial resources, which could
include measures of income or wealth/
assets.

• Financial resources had to be measured at
individual or household level – ie, not at the
level of the neighbourhood.

• Financial resources had to be measured dur-
ing childhood and the outcomes had to be
related to outcomes during childhood or be
intermediate outcomes that related to out-
comes in childhood.

We looked for evidence on four main types of
outcome: educational achievement and cogni-
tive development; social, emotional and behav-
ioural outcomes; physical health; and what we
called ‘intermediate outcomes’. These included
parenting and the home environment, maternal
mental health, maternal health behaviours (such
as smoking in pregnancy), food sufficiency and
expenditure on children’s items. Although not
measuring children’s outcomes directly, this last
group of outcomes can be thought of as potential
mechanisms for transmitting the disadvantage
of low income into poor outcomes for children.

A growing area of research
The first thing to note about what we found from
updating the evidence is the sheer number of
new studies providing causal evidence on the
effects of income. In the original review we
found 34 causal studies from 1988 to 2012. This
evidence base has nearly doubled in recent
years – we found 27 new studies published

We restricted all studies to those using one of
our three chosen methods, which offer the best
opportunity of identifying true causal effects –
the effect an increase in financial resources in a
given household would have on children in that
household. 

The first of these methods is the randomised
controlled trial. These randomly assign individu-
als to a treatment group (the group receiving a
boost to income) or control group, which is
identical to the treatment group other than the
change in income (or at least any differences
between the groups are random). This means
that changes in outcomes can be attributed to
the income change itself, rather than to other
unobserved differences between households. 

Secondly, we include quasi-experiments. These
replicate the treatment and control comparison
of randomised controlled trials, by making use
of an exogenous event (external to the house-
hold) which results in some households receiv-
ing more income than others, where the
likelihood of receiving the additional income is
either not associated with characteristics of the
households, or where the characteristics asso-
ciated with receiving additional income are
known and can be controlled for. The effect of
income can then be estimated by comparing
the outcomes of a quasi-control group – a
group that is similar, but which did not receive
the increase in income. 

Our third type of method included is that of lon-
gitudinal observational studies. Unlike the other
two methods these have no control group, but
they reduce the risk of other differences
between households being actually responsible
for changes in outcomes, by concentrating on
changes within households as income changes
over time. 

Of these three methods, randomised controlled
trials are the most robust, followed by quasi-
experiments and lastly observational studies
(see the full report for discussion on this).

A systematic approach
The second key feature of the original review
was our decision to use systematic search
techniques to look for literature, in order to
reach robust and unbiased conclusions. This
meant using clearly defined search terms and
retaining or discarding studies based on pre-
decided inclusion criteria. We took the same
approach in the update, with one substantive
difference: where the original review took a
comprehensive approach, including all material
published between 1988 and 2012, this was not
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pared the effect of increasing household
income with the effect of spending the equiva-
lent amount on schools. We found that the
effect of increasing income has roughly the
same size effect on children’s educational out-
comes as spending a similar amount on school
or early education, although evidence from the
review demonstrates that increasing income is
likely to have an impact on multiple different
child outcomes across different domains simul-
taneously – ie, not only leading to improve-
ments in educational outcomes, but also likely
to improve outcomes in terms of mothers’ men-
tal health, the home environment and social and
behavioural outcomes. 

Second, we calculated what the effect size
means in terms of the average gap between
children in low-income households and their
more advantaged peers. Taking the smaller esti-
mates from the studies we reviewed, but
assuming these effects can be scaled up, we

from 2012 to 2017. The question of whether and
how far money matters appears to be moving
up the research agenda, and we may expect to
see more high-quality studies contributing to
this evidence base in the years to come.

A broader spectrum of evidence
The new studies broaden the spread of the evi-
dence. Though, as in the original review, the
majority of the evidence comes from the US,
there is now some evidence from countries pre-
viously not represented: a single study each
from Sweden, Germany and Australia. There is
also much more evidence on children’s out-
comes, other than cognitive development,
which dominated the original review: we now
have more evidence on the effect of money on
children’s physical health and on potential
mechanisms such as mother’s mental health
and food sufficiency. Furthermore, there has
been an encouraging shift towards more evi-
dence coming from studies that use quasi-
experiments (18 of the 27 new studies) – as well
as finding more evidence on the same quasi-
experiments,5 there is now evidence for out-
comes that were absent in our original report.
For example, one study provides evidence from
a randomised controlled trial on the impact of
money on the risk of child abuse and neglect.6

Stronger evidence that money matters
The new evidence both supports and extends
our conclusions from the original report.
Overall, 45 of the 61 studies found income had
a positive effect on all the outcomes they
looked at (though not necessarily on all meas-
ures of each outcome). The results are
strongest overall for the intermediate outcomes,
which includes studies that measure maternal
mental health, parenting, expenditure patterns
and the home learning environment – 21 of the
24 studies find significant positive effects of
income. The evidence on the impact of income
on children’s physical health is now not only
more numerous but also stronger in terms of
finding more significant positive effects, where
previously the evidence was less decisive on
these measures. For both cognitive develop-
ment and social and behavioural development,
the majority of the evidence continues to show
positive significant effects of income. Overall,
this extended and updated evidence base
makes an even stronger case for money itself
being important for children’s development, as
well as for processes within the home that influ-
ence children’s development.

How much does money matter?
In our original review we answered this question
with two thought experiments.7 First, we com-

Table 2: All evidence (original and updated) on the impact of income on

children’s outcomes 

Studies measuring Negative No effect Positive Mixed* Total

Child outcomes

Cognitive development 1 5 24 0 30
and school achievement

Social, behavioural and 0 4 12 0 16
emotional development

Physical health 0 3 13 1 17

Potential mechanisms

Parenting/home environment – 1 05 – 06

Maternal mental health – 1 06 – 07

Maternal health behaviours – 3 06 – 09

Food sufficiency – – 04 – 04

Expenditure 1 – 02 1 04

All evidence on mechanisms 1 1 21 1 24

* ‘Mixed’ indicates a mix of positive and negative results within the outcome category. Studies are classified simply 

as positive if they found a mix of positive and insignificant results within the outcome category (and, similarly,

studies finding a mix of negative and insignificant results are classified as negative).

Table 1: Studies testing the effect of income on children’s outcomes 

Country Original studies New studies Total

Australia 0– 01 01

Canada 02 01 03

Germany 0– 01 01

Mexico 01 02 03

Norway 04 02 06

Sweden 0– 01 01

UK 04 04 08

US 22 15 37

US and Canada 01 – 01

Total 34 27 61
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found that bringing the income of households
receiving free school meals in line with house-
holds on average incomes would more than
halve the attainment gap at age eleven (key
stage 2). Effect sizes from the newer studies are
of the same magnitude for maternal mental
health, while for the home environment and chil-
dren’s behavioural outcomes they are a little
smaller.

Does money matter more for those with
less?
Our updated evidence has lent more support to
the findings in our original review that the effect
of income is non-linear – that is to say, that an
increase in income has a greater effect on the
outcomes or intermediate outcomes of children
from lower income households, than children
who are better off to start with. 

Why does money matter?
In terms of why money matters, we found evi-
dence for two prominent theories of mecha-
nisms. First, that money has an impact on
children’s outcomes via parents’ ability to invest
in goods and services that promote children’s
healthy development (the ‘investment model’).
For example, parents with higher incomes are
able to invest in better quality housing, healthy
food, educational toys and extracurricular activ-
ities. Second, we found evidence that money
also has an impact on children’s outcomes via
parental mental health and parenting (the ‘family
stress model’). Struggling financially has an
adverse effect on parents’ mental health, lead-
ing to stress, anxiety and depression, which in
turn has a detrimental impact on their parenting
behaviours. 

We found evidence for each of these pathways
and also that these pathways (the former phys-
ical, the latter emotional) interact with each
other. For example, being unable to afford
necessities for your child can have a negative
impact on your mental wellbeing as a parent.
Evidence for both these models has been
strengthened by more recent research. For the
investment model two new observational stud-
ies, one from the US and one from Canada, find
that an increase in income is associated with a
reduction in food insufficiency – evidence that
emphasises how financial constraints can pre-
vent families from buying the most basic neces-
sities their children need to thrive. These
studies underscore the worrying rise in food
bank use in the UK.8 In support of the family
stress model, there are new studies on maternal
depression which lend weight to the clear pic-
ture that emerged from the original review of the
damaging effects of poverty on mothers’ men-

tal health, itself an important predictor of child
wellbeing and development. There is also addi-
tional evidence of the positive effect a tax cred-
it (the ‘earned income tax credit’) in the US has
had on reducing maternal smoking, including
smoking during pregnancy. 

Policy implications 
We conclude that there is strong reason to
believe that reducing income poverty would
itself have important and measurable effects
both on children’s environment and on their
development. Given rising levels of child poverty
in the UK, and much steeper increases projected
for the next few years, this conclusion could not
be more important or topical, especially in light
of the government’s stated commitment to pro-
moting social mobility.9 Certainly, any strategy
that seeks to improve life chances and equalise
opportunities for children without turning the
tide against growing levels of child poverty is
going to face an uphill struggle.  ■

Kerris Cooper is a Research Officer and Kitty Stewart
is Associate Professor at the Centre for the Analysis of
Social Exclusion at the London School of Economics 
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