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How does grandparent childcare affect labor supply?

Childcare provided by grandparents helps young working mothers,
but reduces the labor supply of older women
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ELEVATOR PITCH

Older people in developed countries are living longer and
healthier lives. A prolonged and healthy mature period
of life is often associated with continued and active
participation in the labor market. At the same time, active
grandparents can offer their working offspring a free,
flexible, and reliable source of childcare. However, while
grandparent-provided childcare helps young parents
(especially young mothers) overcome the negative effects
of child rearing on their labor market participation, it
can sometimes conflict with the objective of providing
additional income through employment for older workers,
most notably older women.

KEY FINDINGS

Pros

© Healthy and long-lived older people can offer a
free, reliable, and flexible source of childcare to
parents.

© Parents participating in the labor market in
developed countries make extensive use of
grandparent-provided childcare arrangements.

© Grandparent-provided childcare helps young
working parents, particularly young mothers,
to remain attached to the labor market, thus
overcoming the negative effects of child rearing on
female labor supply.
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Note: Markers = averages within two-year bins; solid lines = estimates
from local linear regressions.
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Cons

© Grandparent-provided childcare reduces the
labor supply of senior workers, especially those
grandmothers who are already less attached to
the labor market, e.g. working part-time.

© Reliance on informal childcare provided by
grandparents may reduce the geographic
mobility, and consequently job opportunities, of
households.

© There is a trade-off between grandparent-
provided childcare by senior workers and their
own labor supply, particularly when the potential
unsustainability of living off welfare and pension
provision is taken into account.

Surveys of people aged 55 or older show large time transfers to their offspring in the form of grandparent-provided

childcare. These transfers help young parents to reduce the cost of bringing up children (i.e. reduced labor market

attachment) and thus boost the labor supply of young mothers, in particular. However, the existence of a time constraint

implies that these transfers sometimes come at the expense of older workers’ labor supply, which is a trade-off that should

be taken into account when designing retirement, family, and taxation policies. Such policies could include reduced labor

income taxes for the elderly and/or temporary “grandparental” leave while grandchildren are very young.
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