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Abstract One-fifth of children aged below five with employed mothers benefit

from grandparent provided child care as their main source of daycare in the US.

Using data from the health and retirement study, we investigate how grandchild care

needs relate to intergenerational transfers of time and money and grandparents’

labor supply behavior. We find that grandparents with a new born grandchild are

more likely to provide grandchild care while married grandparents are also more

likely to be employed and provide financial help. Grandparents with grandchildren

living close by provided higher time transfers while married grandmothers with

resident grandchildren also worked longer hours.

Keywords Grandchild care � Intergenerational transfers � Grandparents’
labor supply

JEL Classifications D13 � J13 � J14 � J22

1 Introduction

Increasing life expectancy coupled with declining fertility rates have contributed

towards the verticalization of families over the past few decades. Such increase in

the number of generations simultaneously alive creates further opportunities for

intergenerational support which may take the form of financial or time transfers

(Bengtson 2001; Bianchi et al. 2012; McGarry and Schoeni 1995; Soldo and Hill

1995). US Census Bureau reports indicate that the proportion of children under 18

living with a grandparent has more than tripled from 3.2 % in 1970 to 10 % in

C. Ho (&)

School of Economics, Singapore Management University, 90 Stamford Road, Singapore 178903,

Singapore

e-mail: christineho@smu.edu.sg

123

Rev Econ Household (2015) 13:359–384

DOI 10.1007/s11150-013-9221-x

http://crossmark.crossref.org/dialog/?doi=10.1007/s11150-013-9221-x&amp;domain=pdf
http://crossmark.crossref.org/dialog/?doi=10.1007/s11150-013-9221-x&amp;domain=pdf


2010.1 There are also a considerable proportion of children benefiting from

grandparent provided child care even if the grandparent does not necessarily live in

the same house. Survey of income and program participation data shows that the

proportion of children under five with employed mothers benefitting from

grandparent provided child care as their main source of day care increased from

13.9 % in 1988 to 19.6 % in 2005 (Laughlin 2010). On average, those preschoolers

were spending 24 hours per week in grandparent care.

The literature on intergenerational transfers outlines several motives for family

transfers such as altruistic motive where parents care about their children’s well-

being (Barro 1974; Becker 1974), exchange motive where parents make money

transfers in order to receive services such as old age care from their adult children

(Bernheim et al. 1985; Cox 1987; Cox and Rank 1992), and warm glow motive

where people get satisfaction from the act of giving (Andreoni 1989).2 Upward time

transfers have been explored in the caregiving literature in terms of old age care

provided by adult children to their elderly parents (Brown 2005; López-Anuarbe

2013; Pezzin and Schone 1999; Pezzin et al. 2007, 2009). On the other hand, the

literature on downward time transfers in the form of grandchild care provided by the

elderly to the younger generation has mainly focused on the impacts on the parent

generation.

There is general consensus in the literature that the availability of grandparent

provided child care increases labor force participation of young mothers (Compton

2013; Compton and Pollak 2013; Del Boca 2002; Leibowitz et al. 1992; Sasaki

2002; Maurer-Fazio et al. 2011; Posadas and Vidal-Fernández 2012). On the other

hand, relatively little is known about how grandchild care needs affect the economic

behavior of grandparents. Ying and Marcotte (2007) find that taking in a grandchild

in the household decreases labor supply of unmarried grandparents and increases

labor supply of married grandmothers. Lei (2008) finds that grandmothers are likely

to help their low income children by working more to provide financial help or by

providing grandchild care. Ho (2013) finds that the 1996 PRWORA welfare-to-work

reforms targeting low income young mothers had indirect impacts on the related

grandmothers. The latter decreased grandchild care and increased net financial

transfers that they make to the low income young mothers. Co-resident

grandmothers also increased their labor supply.

In this paper, we explore the relationships between grandchild care needs,

intergenerational transfers of time and money and grandparents’ labor supply

behavior. Using data from the health and retirement study, we estimate multivariate

models of grandchild care, financial transfers, and labor supply. We find that

grandparents with a new born grandchild were more likely to provide grandchild

care while married grandparents were also more likely to work and provide financial

help to the younger generation. Those who lived within ten miles of their

1 Approximately one third of grandparent headed households have no parents in the household while two

thirds have at least one young parent living in the household. The median age of US grandparent

caregivers is 57. The majority, 68 % of grandparent caregivers are White while 29 % are African-

American.
2 See Arrondel and Masson (2006) and Laferrère and Wolff (2006) for comprehensive literature reviews

on motives behind family transfers.
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grandchildren were more likely to provide grandchild care and provided higher time

transfers while married grandparents were also more likely to provide financial help

and provided higher monetary transfers. Married grandmothers worked longer hours

when a grandchild was resident in the household. On the other hand, single

grandparents do not seem to adjust monetary transfers and labor supply by much in

response to the birth of a new grandchild and family living proximity. Married

grandparents living in census divisions with higher cost of formal child care also

gave higher financial transfers to the parents.

We add to the relatively sparse empirical literature on grandchild care needs and

grandparents’ economic behavior. Understanding how grandchild care needs are

correlated with grandparents’ economic behavior is important from a policy

perspective. Policies targeting the younger generation’s work and child care

decisions can have potential unpredicted repercussions on the older generation (Ho

2013; Rosenzweig and Wolpin 1994; Schoeni 2002). This raises not only the issue

of potential crowding out of private transfers by public transfers, but also concerns

about the repercussions on the grandparent generation. At an age where one could

be anticipating the enjoyment of their later years, one could be called forth to help

with grandchildren which would be resource intensive for the grandparent.3 With

the increasing involvement of grandparents in the lives of their grandchildren, it

becomes increasingly important to understand how grandchild care needs are related

to grandparents’ economic behavior.

The paper is organized as follows: in Sect. 2, we present our data and empirical

strategy, in Sect. 3, we present our results on grandchild care needs and

intergenerational transfers of time and money and grandparents’ labor supply. We

conclude in Sect. 4.

2 Data and empirical strategy

2.1 Data

We use data from the health and retirement study (HRS) which is a nationally

representative longitudinal study of Americans aged over 50. Respondents and their

spouse are interviewed biennially. The HRS is a comprehensive dataset containing

information on labor supply of the respondents, grandchild care hours, intergen-

erational transfers of money, as well as a pool of demographic variables related to

the respondents and their adult children.

The family module of the HRS asks specific questions about grandchild care and

financial transfers to and from adult children. Interviews are retrospective, for

example, the 2000 wave asked about hours of care and financial transfers provided

altogether in 1998 and 1999. We construct our hours of care variable from the

questions: ‘‘Did you … spend 100 or more hours in total (since previous wave

3 There are also concerns about potential negative associations between extensive grandchild care and

grandparents’ health in the sociological and medical literature (Baker and Silverstein 2008; Fuller-

Thomson and Minkler 2000; Hughes et al. 2007; Minkler and Fuller-Thomson 2001). Reinkowski (2013)

finds a positive association between occasional grandchild care and health.
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interview month-year/in the last 2 years) taking care of (grand or great-

grandchildren/grandchildren)? Roughly how many hours altogether did you

spend?’’ Our financial transfers variable is constructed from the question:

‘‘Including help with education but not shared housing … or shared food or any

deed to a house, (… in the last 2 years) did you … give financial help totaling $500

or more to any of your children (or grandchildren)?… about how much was that

altogether during the period…’’. For married grandparents, questions on whether

they provided grandchild care, whether they provided financial transfers and amount

of financial transfers were asked jointly for both spouses while questions on amount

of grandchild care hours provided were asked separately for each spouse.

More than 50 % of those who helped with grandchild care provided information

on their exact hours of grandchild care and the rest provided information in bins of

100, 200, and 500 h in which case we impute hours as the average of the bins.

Similarly, more than 87 % of those who provided help financially provided

information on the exact amount transferred and the rest provided information in

bins of $500, $1 k, $5 k, and $20 k in which case we impute financial transfers

given as the average of the bins. Less than 1 % of the sample had time or money

transfers information completely missing and was dropped from the sample.

We divide the hours of grandchild care by 104 to approximate our weekly hours

of grandchild care variable. We also divide financial transfers by 104 to construct

our weekly financial transfers variable. All monetary values were converted to 2010

dollars using the Bureau of Labor Statistics CPI calculator.

While hours of grandchild care and net financial transfers are based on recall

information, they still provide a good approximation of time devoted to grandchild

care and financial transfers. After all, labor hours are also self-reported and based on

recall information. For the purpose of this study, the HRS proves to be the most

suitable dataset so far.4

We limit the sample to three generation families where the grandparents are from

the original HRS cohort and the War Baby cohort such that our main respondents

are born between 1931 and 1947. Moreover, since respondents are asked specifically

whether they had any new grandchild from 1998 onwards, we limit the sample

period to between 1998 and 2002 inclusive, corresponding to waves 4, 5 and 6. We

also limit the sample to households where the main respondent is aged below 65

which is the usual social security age in the USA. Our main respondents are

therefore aged between 51 and 64.

We drop disabled and out of the labor force (but not retired) grandparents from

the sample. We consider disability and out of the labor force status as absorbing

states for our sample of grandparents. Since one of the purposes of this study is to

capture the allocation of time between paid and unpaid work, we therefore exclude

4 Other data sets such as the panel study of income Dynamics allow a researcher to match parents and

adult children data. Detailed information on both generations is, however, available only when they live

in different households as main respondents. Moreover, transfers recorded concern transfers to and from

relatives in general thereby not allowing one to pinpoint how much was given to and from parents as

opposed to siblings or aunts and uncles. Datasets such as the Survey of Income and Program Participation,

on the other hand, contain information on the grandparent only when the latter lives with the adult

children.
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non labor active grandparents from our sample. Non-working grandparents in our

sample thus consist of unemployed and retired grandparents.5 We perform

robustness checks where we also drop retired grandparents from the sample in

our sensitivity analysis section.

Since grandmothers are generally more likely to be involved in grandchild care

(Fuller-Thomson and Minkler 2000) and the presence of a spouse may affect how

grandparents respond to grandchild care (Ying and Marcotte 2007), we split the

sample between single grandmothers (1,673 observations), single grandfathers (560

observations) and married grandparents (6,577 observations). Summary statistics for

our sample are reported in Table 1.

As can be seen from Table 1, single grandmothers and married grandparents

were more likely to provide grandchild care as opposed to single grandfathers. 52 %

of single grandmothers and 50 % of married grandparents provided grandchild care

as opposed to 20 % of single grandfathers. Among grandparents who cared for

grandchildren, single grandparents provided higher hours of grandchild care as

opposed to married grandparents. On average, single grandmothers provided 7.36 h

per week, single grandfathers 6.29 h while married grandmothers provided 5.38 h

and married grandfathers 5.50 h per week.6

On the other hand, single grandfathers and married grandparents were slightly

more likely to provide financial transfers and also provided higher financial help

compared to single grandmothers. 43 % of single grandfathers and 45 % of married

grandparents provided financial help as opposed to 39 % of single grandmothers.

Among those who provided financial help, on average single grandmothers provided

$75 per week, single grandfathers $84.1 and married grandparents $95 per week.7

We consider the following variables as capturing grandchild care needs: (a) the

birth of a new grandchild, (b) the presence of resident grandchild, (c) grandchildren

living within 10 miles, (d) the number of grandchildren and (e) the cost of formal

child care.

Approximately 30–40 % of grandparents had a new grandchild within the past

2 years. Single grandmothers were more likely to have at least one grandchild

resident in the household (20 %) as opposed to single grandfathers (7 %) and

married grandparents (8 %). Similarly, single grandmothers were more likely to

have at least one grandchild living within 10 miles (60 %) as opposed to single

grandfathers (46 %) and married grandparents (53 %).8

5 Maestas (2010) find that at least 26 % of retirees go back into paid employment.
6 We note that married grandparents could be providing some grandchild care at separate times so that

the lower hours of grandchild care per married grandparent does not necessarily imply that their

grandchildren were spending less time in grandparent care.
7 We focus our study on downward transfers from the grandparent generation to the younger generations.

Less than 6 % of respondents received financial transfers from their adult children and only around 1.5 %

both received financial transfers from adult children and provided grandchild care so that it does not seem

that the majority of grandparents were being paid for providing child care. This is consistent with Jendrek

(1993) who finds from case data based on 114 grandparents who provide daily care that 71 % were not

paid for providing such care. Thus, it is not surprising that the more casual grandparents caregivers

included in the HRS would also not be paid.
8 The only measure of distance in the HRS is whether adult children (the parents) live within 10 miles of

the grandparents.
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Table 1 Summary statistics

Single Married

Grandmother Grandfather Grandmother Grandfather

Mean SE Mean SE Mean SE Mean SE

Provide grandchild care 0.52 (0.50) 0.20 (0.40) 0.50 (0.50) 0.50 (0.50)

Hours of grandchild care 7.36 (9.42) 6.29 (11.0) 5.38 (8.68) 5.50 (9.00)

Provide financial help 0.39 (0.49) 0.43 (0.50) 0.45 (0.50) 0.45 (0.50)

Financial transfers 75.0 (197) 84.1 (193) 95.0 (297) 95.0 (297)

Employeda 0.77 (0.42) 0.68 (0.47) 0.77 (0.42) 0.71 (0.45)

Hours of work 36.9 (11.5) 41.5 (15.1) 35.2 (12.8) 42.0 (14.2)

Grandchild care needs

New grandkid 0.30 (0.46) 0.35 (0.48) 0.39 (0.49) 0.39 (0.49)

Resident grandkid 0.20 (0.40) 0.07 (0.26) 0.08 (0.28) 0.08 (0.28)

Grandkid within 10 miles 0.60 (0.49) 0.46 (0.50) 0.53 (0.50) 0.53 (0.50)

No. of grandchildren 5.47 (4.32) 4.69 (3.84) 5.19 (4.23) 5.19 (4.23)

Cost of formal care 10.6 (0.66) 10.5 (0.68) 10.6 (0.68) 10.6 (0.68)

Parent

Age 34.7 (5.14) 31.3 (5.89) 33.0 (5.12) 33.0 (5.12)

Married 0.51 (0.33) 0.49 (0.33) 0.59 (0.30) 0.59 (0.30)

Female 0.48 (0.31) 0.45 (0.30) 0.47 (0.28) 0.47 (0.28)

Years of schooling 12.9 (2.12) 12.4 (2.39) 13.3 (1.96) 13.3 (1.96)

Grandparent

Unearned income 289 (968) 355 (598) 712 (1370) 712 (1370)

Wealth ($’000) 159 (311) 196 (360) 447 (1259) 447 (1259)

No. of childrenb 3.81 (2.16) 4.03 (2.73) 3.93 (2.07) 3.93 (2.07)

Black 0.32 (0.47) 0.21 (0.41) 0.13 (0.33) 0.13 (0.33)

Age 59.8 (3.24) 59.7 (3.35) 57.7 (4.71) 60.9 (4.57)

Good health 0.78 (0.42) 0.75 (0.43) 0.85 (0.36) 0.81 (0.39)

Wage 12.5 (8.15) 15.4 (10.3) 13.1 (9.71) 18.0 (12.7)

Work experience 32.5 (10.2) 38.3 (8.57) 30.1 (10.3) 40.7 (7.44)

Years of schooling 12.5 (2.57) 11.8 (2.71) 12.6 (2.40) 12.6 (2.88)

No. of observations 1,673 560 6,577 6,577

Hours of grandchild care and financial transfers reported as bi-annual amounts in the HRS have been

converted into approximate weekly amounts. All dollar amounts were converted to 2010 dollars using the

Bureau of Labor Statistics CPI calculator
a We dropped observations where the main respondents were aged above the social security age of 65 as

well as disabled and out of the labor force grandparents from our sample. When included, the employ-

ment rates were lower with 58 % of grandmothers and 52 % of grandfathers working for pay
b The number of children are consistent with Table 5 in McGarry and Schoeni (1995) who report an

average of 4 children their HRS sample of respondents with children
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Weconstruct our cost of formal child care variable basedon the averagewage of child

careworkers in the census division of residence of the grandparent.9 Parent variables are

constructed by averaging across the parent generation. For example, if the grandparents

have two adult children and one adult child is aged 35 while the other is aged 31, we

take the average age as 33 years. For the sake of terminology, we use the terms

‘‘grandparents’’ and ‘‘respondents’’ interchangeably to denote the grandparent gener-

ation and the terms ‘‘adult children’’ and ‘‘parents’’ to denote the parent generation.

2.2 Estimation strategy

We use random effects tobit to estimate censored outcome equations (hours of

grandchild care, financial transfers and hours of work) and random effects probit to

estimate discrete outcome equations (provide grandchild care, provide financial

assistance and employment). Grandchild care needs variables are included as

dummy variables for whether the grandparent had any new grandchild, whether any

grandchild resident, whether any grandchild lives within 10 miles and second order

polynomials in number of grandchildren and cost of formal child care. Controls for

the parent generation include second order polynomials in average age, education,

marital status, and whether female. Controls for grandparent generation include

second order polynomials in age, wage,10 work experience and education (for both

grandparents when married), unearned income, wealth, number of children and

dummy variables for whether in good health and whether any grandparent is of

black ethnicity. We also include age and an age step function for age 62 (the early

social security age) and age 65 (the usual social security age) to control for potential

social security incentives. All regressions include a full set of time and census

division dummies and standard errors are block bootstrapped.

2.3 Potential issues

Since we are focusing on a sample of grandparents, our analysis is focused on caring

for additional grandchildren aged below two and existing grandchildren rather than

for caring for the first grandchild.11 In addition, due to the potentially endogenous

nature of grandchild care needs variables, we interpret our main results as a series of

correlations rather than argue for causality. The birth of a new grandchild and the

number of grandchildren could be positively correlated with grandchild care since

expectations of help from the grandparents may increase fertility. Similarly, living

proximity may be correlated with grandchild care since grandparents who are more

likely to help with grandchild care may also be more willing to live close by.

9 We do not observe census division of residence of the adult children. However, since it is unlikely that

grandparents would be able to provide grandchild care to children who live too far away, using the census

division of residence of the grandparents may be a good approximation.
10 When the grandparent is not working, we impute the wage as the last wage earned. Labor supply

regressions based on only the sample of working grandparents yielded similar results as reported in this

study.
11 We are grateful to an anonymous reviewer for pointing this out. Around 3 % of respondents in the

HRS had their first grandchild during our sample period.
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In Sect. 3.2 below, we attempt to control for unobserved heterogeneity in a more

robust way by exploiting variations across the parent generation and controlling for

family (grandparent) fixed effects, thereby allowing for a correlation between

grandchild care needs variables and the unobserved error component.

3 Grandchild care needs and grandparents’ economic behavior

3.1 Baseline results

We present our baseline results for intergenerational transfers of time in Table 2. We

reportmarginal effects on the probability of providing grandchild care and the hours of

grandchild care provided for single grandmothers in columns (1) and (2), single

grandfathers in columns (3) and (4) and married grandparents in columns (5)–(7).

From column (1) we see that single grandmothers are 8.9 % more likely to provide

grandchild carewhen they have a newgrandchild. Similarly, as can be seen fromcolumn

(5), married grandparents are 10.2 % more likely to provide grandchild care when they

have a new grandchild. Single grandfathers also seemmore likely to provide grandchild

care in column (3) although themarginal effect is not statistically significant at the 10 %

level. Fromcolumn (4), single grandfathers provided onaverage 0.77 additional hours of

grandchild care when they had a new grandchild significant at the 10 % level. Single

grandmothers also provided higher hours of grandchild care of around 0.84 additional

hours per week in column (2). From columns (6) and (7), althoughmarried grandparents

with a new grandchild provided higher hours of grandchild care, the effect is not

statistically significant at the 10 % level. Thus, it seems that grandparents, especially

single grandmothers, were more likely to provide grandchild care and provided higher

hours of care when they had a new grandchild. Similarly, the number of grandchildren

was positively related to both the probability and the hours of grandchild care provided

especially for single grandmothers and married grandparents.

Family living proximity also seems positively related to both the probability and the

hours of grandchild care provided by all grandparents. Grandparents with a grandchild

resident were 36–38 %more likely to provide grandchild care while those with at least

one grandchild living within ten miles were 15–31 %more likely to provide grandchild

care. Similarly, grandparents with grandchildren resident or living within ten miles also

provided between 0.7 and 1.7 additional hours of grandchild care per week.

Cost of formal child care on the other hand, was positively associated with hours of

grandchild care provided by married grandparents with the marginal effect being

statistically significant at the 10 % level only for married grandfathers. Single

grandmothers do not seem to be adjusting their grandchild care provision while single

grandfathers seem to provide lower hours of grandchild care when facing higher cost

of formal child care although the effect is not statistically significant at the 10 % level.

One possible interpretation of the results is that the presence of a new grandchild

and the number of grandchildren directly increase child care needs and therefore time

transfers from the grandparents. Similarly, family living proximity makes it easier to

provide grandchild care, e.g., by reducing travelling time and thereby also enabling

higher time transfers from the grandparents. Moreover families living together tend to
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be on average poorer with average grandparent wealth of $194 k as opposed to $454 k

for those who live more than 10 miles away. Thus, for those families, grandparent

provided child care seems to be an important source of child care.

We report our estimated marginal effects on probability of giving financial help

and the amount of financial transfers in Table 3. The relationships between

grandchild care needs and single grandparents’ financial transfers seem mostly

inconclusive due to the high standard errors. On the other hand, as can be seen from

column (5), married grandparents seem 7 % more likely to provide financial help

when they have a new grandchild and provided around $8.63 more per week. Those

with more grandchildren also provided higher monetary transfers.

Married grandparents with grandchildren living within 10 miles were also more

likely to provide financial help by around 4.4 % and on average provided $7.97

more per week with both effects being statistically significant at the 5 % level. On

the other hand, our results are inconclusive when the grandparents live together with

grandchildren. While the marginal effects on the probability of providing financial

help and amount of financial help are positive, they are statistically insignificant at

the 10 % level. It could also be that grandparents with resident grandchildren

provide more in-kind transfers such as shared housing or food which is not captured

by our financial transfers variable.12

Higher cost of formal child care is also positively related to both the probability

of providing financial help and the amount transferred by married grandparents. A

$1 increase in hourly cost of formal child care is related to a 50 % increase in the

probability of married grandparent helping out financially. From column (6), we

also get an increase of around $118 in financial transfers from the grandparents,

significant at the 1 % level.13

Other noteworthy results are that grandparents, especially single grandmothers

and married grandparents, tend to make higher time and money transfers when they

have more daughters and lower transfers when the parent generation is married

which is consistent with the findings of Lei (2008).

We report marginal effects on the probability of being employed and weekly

work hours in Table 4. As expected, age and health status are important

determinants of labor supply. Labor supply is negatively correlated with age and

positively related to being in good health except for single grandfathers where the

marginal effects on labor supply is statistically insignificant.

The relationship between grandchild care needs and labor supply of single

grandparents seem mostly inconclusive given the large standard errors. The only

12 Similar regressions performed on the amount of financial assistance that married grandparents

received from parents showed an increase of $12.6 per week significant at the 5 % level when the

grandchild is resident in the grandparent household. This suggests that parents potentially gave higher

monetary transfers to grandparents when living together. Approximately 5 % of married grandparents

with a resident grandchild received positive financial transfers from parents suggesting that the effect was

applicable to a very small proportion of co-resident families.
13 The effects on financial transfers need to be interpreted with a grain of salt. It is possible that the cost

of formal child care is correlated with average prices in the census division of residence. While we have

controlled for wages of the grandparents and included census division fixed effects in our regressions, it

could still be that the higher financial transfers that grandparents are making are related to higher

correlated costs such as education expenses.

Grandparents’ labor supply 369

123



Table 3 Grandchild care needs and money transfers

Single grandmother Single grandfather Married grandparents

Provide

money

(1)

Amount

(2)

Provide

money

(3)

Amount

(4)

Provide

money

(5)

Amount

(6)

Grandchild care needs

New grandkid 0.019 -0.223 -0.014 0.936 0.072** 8.635**

(0.041) (5.113) (0.099) (4.749) (0.019) (2.569)

Resident grandkid 0.048 5.697 0.081 7.282 0.047 2.618

(0.043) (6.524) (0.195) (19.35) (0.042) (4.027)

Grandkid within 10

miles

0.022 -1.353 -0.009 -3.890 0.044* 7.974*

(0.040) (4.047) (0.070) (6.264) (0.020) (3.804)

No. of grandchildren -0.016 -1.683 -0.027 -1.527 0.009 1.568�

(0.010) (1.663) (0.029) (2.720) (0.006) (0.872)

Cost of formal care -0.094 -65.29 -1.962 -160.1 0.503� 117.7**

(0.603) (76.33) (1.386) (110.6) (0.277) (66.51)

Parent

Age -0.029� -4.011� -0.051 -7.320* -0.005 -0.018

(0.016) (2.250) (0.045) (3.591) (0.006) (1.008)

Married -0.187** -18.54* 0.015 -15.26 -0.264** -36.99**

(0.059) (8.411) (0.183) (12.76) (0.039) (4.573)

Female 0.106* 7.261 -0.135 -3.839 0.029 15.50**

(0.053) (8.141) (0.196) (15.48) (0.040) (5.662)

Grandparent

Wealth 0.245* 38.54* 0.001** 64.15* 0.079** 22.72*

(0.120) (15.14) (0.003) (27.50) (0.026) (10.18)

No. of children 0.021 1.285 -0.045 -5.672 0.007 0.597

(0.020) (2.646) (0.046) (3.974) (0.010) (1.821)

Black -0.009 -5.677 0.058 -9.039 -0.014 -1.966

(0.042) (4.565) (0.134) (12.57) (0.027) (4.622)

Age 0.007 -0.680 0.006 2.625 -0.005� -0.486

(0.009) (0.831) (0.020) (2.607) (0.003) (0.649)

Good health 0.030 4.535 -0.024 1.518 -0.040 -7.725�

(0.037) (4.642) (0.132) (9.423) (0.026) (4.451)

Wage 0.011* 1.327* 0.017� 0.649 0.012** 1.212**

(0.005) (0.639) (0.010) (0.919) (0.002) (0.282)

No. of observations 1,673 560 6,577

Marginal effects from random effects models reported for selected variables. We report marginal effects

associated with grandmother’s age, good health, and wage for married grandparents. Standard errors (in

parentheses) block bootstrapped. All regressions include a full set of time and census division dummies
� Significant at 10 %

* Significant at 5 %

** Significant at 1 %
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notable exception is the positive relationship between single grandmothers’ labor hours

and the number of grandchildren, statistically significant at the 5 % level in column (2).

Taking into consideration the fact that single grandmothers were also increasing the

hours of grandchild care in column (2) of Table 2, it seems that single grandmothers

were decreasing their leisure time in order to help out with grandchildren.

Married grandparents, especially grandmothers, seem to be adjusting their labor

supply in the face of grandchild care needs. Married grandmothers with a new

grandchild were 1.4 % more likely to be working in column (5) of Table 4 while

married grandfathers were 2 % more likely to be working in column (7). On the

other hand, the latter were also working 0.5 h less per week in column (8).

As can be seen from column (6) of Table 4, married grandmothers with more

grandchildren were working fewer hours. This effect is statistically significant at the

5 % level. One can think of the birth of a new grandchild as a temporary shock which

increases both the need for time and money transfers simultaneously. Thus, one

possible interpretation is that the grandmother sacrifices her leisure time for the new

baby. On the other hand, when the grandchildren are big enough to require lower

around the clock care but still need a fixed stream of child care, the grandmother may

be willing to make longer term work arrangements and give up 20 min of her labor

time perweek for each grandchild.Withmore grandchildren, theremay also be greater

economies of scale of looking after several of them such that the grandmother would

be more willing to decrease her labor hours in order to care for the grandchildren.

While married grandmothers are on average less likely to be employed when they

have a resident grandchild as can be seen from column (5), those who choose to work

increase their labor hours by around 2 h per week.14 One can think of a situationwhere

grandmother and mother are deciding on who will be the main caregiver and who will

help outwith family finances. If the grandmother becomes themain caregiver, then she

is less likely to work. On the other hand, if the grandmother is not the main caregiver

and works, then she has to work longer hours to provide for the family.

The opposite holds when there is a grandchild within 10 miles: married

grandmothers are on average more likely to work while those who choose to work

decrease their labor supply by around 0.9 h per week significant at the 5 % level.

The grandmother is less likely to be the main caregiver when the grandchildren are

non-resident and therefore there is a higher probability that the grandmother works.

However, she may still get involved in some grandchild care and therefore

decreases her hours of work slightly when the grandchild lives close by.

To sum up our results, it seems that grandchild care needs as measured by the

birth of a new grandchild and family living proximity are strongly positively related

to the time transfers provided by the grandparent generation. Similarly, those factors

were also positively related to financial transfers made by married grandparents. In

addition, the cost of formal child care was also positively related to married

grandparents’ financial transfers towards the younger generation. On the other hand,

it seems that single grandmothers were potentially decreasing their leisure time in

order to help take care of grandchildren. Married grandmothers also adjusted their

14 This result is qualitatively consistent with the findings of Ying and Marcotte (2007) for three

generation families.
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labor supply in the face of grandchild care needs while grandfathers do not seem to

adjust their labor supply by much.

3.2 Sensitivity analysis

We performed sensitivity analysis by (1) including those above age 65 in the

sample, and (2) considering only non-retired grandparents. The results were very

similar to our baseline results and are presented in Appendix Tables 6, 7 and 8.

Given the potentially endogenous nature of grandchild care needs variables, the results

presented so far can be interpreted as a series of relationships or correlations between

grandchild care needs and grandparents’ economic behavior. For instance, grandparents

who take in a grandchild in their household may also be inherently more willing to take

care of grandchildren, therebyyielding a positive correlation between the error term in the

hours of grandchild care equation and the dummy variable for whether one has resident

grandchildren. Our estimated marginal impacts would therefore be overestimated.15

We therefore attempt to control for unobserved heterogeneity in a more rigorous

way by exploiting differences across adult children (the parents) and controlling for

grandparent fixed effects. To this purpose, we reshape our data into a parent sample

such that for families where the grandparents have n adult children, we would have

n observations for that family in a given year. We exploit information available in

the HRS about which adult child benefitted from grandchild care as well as how

much financial transfers each adult child received.16 We perform ordinary least

squares regressions with grandparent fixed effects. Grandchild care needs variables

are therefore allowed to be correlated with the grandparent fixed effects while

variations across adult children are useful for identification purposes.

We present estimated marginal effects on the probabilities that an adult child

receives grandchild care and financial help and amount of money received in

Table 5. As can be seen from Table 5, parents in families with a single grandmother

or married grandparents were more likely to receive grandchild care and financial

help when they had a new child or when they lived close to the grandparents. On the

other hand, parents in families with a single grandfather were more likely to receive

grandchild care help but there is no indication that they would receive higher

financial help in the face of grandchild care needs.

4 Conclusion and discussion

Grandchild care needs seem strongly related to time transfers made by all

grandparents. Moreover, monetary transfers made by married grandparents were also

significantly associated with grandchild care needs. In particular, grandparents with a

new born grandchild seem more likely to provide grandchild care while married

15 Ying and Marcotte (2007) do not find evidence that the decision to take in a grandchild in the

household is endogenous to grandparents’ labor supply.
16 We do not observe hours of grandchild care separately for each adult child but only which adult child

benefited from grandchild care. On the other hand, financial transfers are observed separately for each

adult child in the HRS.
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grandparents were also more likely to be employed and provide financial help.

Grandparents with grandchildren living close by provided higher time transfers while

married grandmothers with resident grandchildren also worked longer hours.

Even though the health and retirement study is a comprehensive dataset

containing information on both grandparent and parent generation as well as

intergenerational transfers, our study has several limitations. First, since the HRS is

a nationally representative dataset of Americans aged above 50, our results cannot

be extrapolated to younger grandparents. In addition, our analysis is limited to

caring for additional grandchildren aged below two and existing grandchildren

rather than for caring for the first grandchild, which implies that our sample of

grandparents could have already made major time allocation adjustments when they

first became a grandparent.17

With the increased involvement of grandparents in the lives of their grandchildren,

understanding how grandchild care needs are related to the grandparents’ economic

behavior is becoming increasingly important. Future policies may have to take into

account grandchild care as amajor sourceof child care.Cardia andNg (2003) argue for the

subsidizationof grandparent provided child carewhen thegrandparent is retired so that the

younger generation can devote more time to the labor market. Ho (2012) argues for

subsidization of formal child care so that the elderly may devote more time to the labor

market. Whether to subsidize grandparent child care or formal child care or both remains

an under researched question that would depend on which generation should work longer

in addition to issues related to child care quality. We believe that the answer to such a

question would be a quantitative one which could potentially be answered by jointly

designingwelfare for the intergenerational family (HoandPavoni 2012).Given longer life

expectancies and increasing female labor participation, future researchon the suitability of

grandparent provided child care as both a source of child care for working mothers and a

form of post-retirement labor for grandparents would be relevant for future policy.

Acknowledgments I would like to thank James Banks, Samuel Belinsky, Soshana Grossbard, Hilary

Hoynes, Kathleen McGarry, Costas Meghir, Nicola Pavoni, Ian Preston, Ken Yamada, and two

anonymous reviewers for insightful comments and suggestions. All mistakes remain my own.

Appendix: Sensitivity analysis

See Tables 6, 7 and 8.

17 In an attempt to analyze time allocations relationships with a first grandchild, we performed similar

analysis as in our baseline models by also including respondents with children but without grandchildren in

the sample. We distinguish between having a first grandchild as opposed to additional grandchildren by

including a dummyvariable taking value one if respondents had their first grandchild and zero otherwise, and

another dummy variable taking value one if respondents had an additional grandchild and zero otherwise.

We find that first time grandparents were between 2 and 27 %more likely to provide grandchild care and on

average provided 0.4–1 additional hours of grandchild care. The effects were statistically significant for

married grandparents. Similarly, grandparents with an additional grandchild were 8–14 % more likely to

provide grandchild care and on average provided 0.27–1 h of additional grandchild care hours. The effects

were statistically significant at the 5 % level for all grandparents. Single grandmotherswith a first grandchild

were more 5 % likely to be employed while single and married grandfathers with an additional grandchild

were also more likely to be employed by 6 and 1.5 % respectively. We found no statistically significant

impacts on labor hours. Full tables are available upon request.
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