Addressing Childcare Missing Market for Low-Income Parents: Experimental Evidence from Urban Dhaka

Women's labor force participation in low-income urban settings is frequently constrained by limited access to affordable, reliable, and trustworthy childcare. In Bangladesh, these constraints are especially pronounced in informal urban settlements, where long working hours, fragmented kin networks resulting from rural-to-urban migration, and safety concerns significantly limit mothers' ability to engage in paid employment. Simultaneously, a latent supply of women willing to provide childcare within their own communities remains untapped due to market coordination failures. This study presents midline findings from an impact evaluation of a home-based childcare model developed by BRAC to address these interrelated challenges.
The model trains women to provide childcare services from their homes to neighboring families, pursuing three simultaneous objectives: expanding access to affordable childcare that supports child development, enabling mothers' labor market participation, and generating entrepreneurial income opportunities for women caregivers. The evaluation employs a two-stage randomized controlled trial (RCT) implemented across four urban sites - Dhaka, Savar, Gazipur, and Tongi. At the cluster level, low-income urban neighborhoods were randomized to treatment or control status, with treatment clusters receiving a trained childcare entrepreneur. Within treatment clusters, mothers were further randomized into three arms: information only, information plus a cash transfer, and information plus a childcare fee subsidy. Cash transfers and fee subsidies were provided for six months, and the midline survey was conducted approximately nine months after intervention rollout began. A total of 2,882 mothers and 375 childcare entrepreneurs were successfully re-interviewed, yielding tracking rates of over 80% and 90%, respectively.
On the demand side, service uptake - defined as ever having used a childcare provider's services - stood at 17% in treatment clusters compared to 3% in control clusters at midline. Uptake varied substantially across treatment arms, with mothers receiving cash transfers exhibiting the highest utilization rates, exceeding 30%. Notably, uptake was highest in Dhaka despite relatively lower average household incomes, pointing to particularly acute unmet demand in dense urban settlements. Once mothers began using services, continuation rates were relatively high, suggesting that the model generates trust and acceptance conditional on initial adoption. Mothers who utilized the services were 1.5 times more likely than non-users to report that the caregiver treats children as her own - an important indicator of trust formation. Demand-side barriers remain, however: mothers with negative prior attitudes toward paid care were less likely to take up services, while those already engaged in earning activities for at least five hours daily at baseline were more likely to participate.
On labor market outcomes, intention-to-treat estimates for employment, time spent on earning activities, and income showed positive but statistically insignificant effects. However, instrumental variable analysis - accounting for actual service utilization rather than assignment - reveals significant increases in time spent on earning activities among users. These effects are concentrated among mothers who were employed at baseline and among mothers outside Dhaka who had prior earning experience, suggesting the model is most effective where labor market engagement is already established. Site-specific patterns in employment type also emerged, with Dhaka mothers more likely to work as domestic helpers and mothers in the other three sites more likely to be employed in the ready-made garment sector. A small but notable increase in maternal stress levels was observed, potentially reflecting working mothers' concerns about their children's wellbeing.
On the supply side, 95% of active entrepreneurs were still delivering childcare services at midline after the subsidy period ended, caring for an average of 4.8 children and earning over BDT 6,500 monthly in childcare fees - substantially more than the BDT 4,000 average monthly income of control-group entrepreneurs. Considerable heterogeneity across sites, however, underscores the importance of context-specific implementation.
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