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ABSTRACT:  

Child labor has become a matter of international debate and different platforms have been used to 

offer a solution to this problem. This paper is divided into five sections, first being introduction, the 

other three present the analysis of determinants of child labor, its effects and various policies that can 

help in dealing with the problem by using the huge amount of literature available on the subject. In 

the last section the paper is concluded by listing out the problems that these policy interventions face. 
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INTRODUCTION  

 

Child labor is a problem that most nations are grappling with. Human capital is a long term asset of 

the nation that helps it achieve the heights of development. If children are made to work at a tender 

stage, their all-round development gets affected as a part of their time gets wasted which they could 

have utilised in attaining education and developing their physical and mental strength. 

 

Before proceeding to understand the determinants of child labor, it is important to familiarize 

ourselves with what constitutes child labor. A person below the age of 18 engaged in hazardous and 

health threatening activities is said to be engaged in child labor. However the minimum legal age of 

entering the labor force for various other kinds of “light work” that do not interfere with education 

prospects of children are different in different nations (Grimsrud, 2001) that makes the task of 

formulating accurate country wise comparable data on child labor very difficult. For ages 5-11, ILO 

treats a child as a laborer who is economically active, i.e. who did one hour or more of work in the 

previous week; for ages 12-14 who did more than 14 hours or more of non-hazardous labor per week 

or an equivalent 1 hour of hazardous labor per week. (Basu and Tzannatos, 2003) the important 

problem that most definitions of child labor face is that of ignoring unpaid household work that 

underestimates the work done by girls. (Basu and Tzannatos, 2003) 

    

DETERMINANTS OF CHILD LABOUR  

A common belief regarding demand for child labor, as held by Marx, has been that it is the small 

structure of their hands and body that make them suitable for certain kinds of jobs. The nimble 
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finger Hypothesis reiterates this belief. However later studies have found some other non- economic 

reasons for prevalence of child labor. The docility, innocence and their ability to do repetitive work in 

a speedy manner make them easy to supervise. (Anker et al,1998). The economic reason comes from 

the fact that children are easier to exploit and are often paid less in comparison to adults and are 

hence a cheaper factor of production for firms. (Grimsrud, 2001) 

The demand for children as labourers gets also affected by the degree of mechanisation in 

production i.e. mechanisation reduces the demand for child labor. (levy, 1985 cited in Brown et al. 

2002). Also skill based technology does not support unskilled child labor. (Brown et al., 2002) 

Other than these there are many other factors that determine child labour, some of which are listed 

below: 

1. Poverty:  

Poverty is considered to be the most common starting point in the literature of child labor and 

there have been many models to test the same. The Basu and Van model talks about multiple 

equilibria in market based on “luxury axiom”- households send their children for work under the 

pressure of poverty; and “substitution axiom”- adult and child labor are substitutable, subject to 

adult equivalence correction. In one of the equilibriums, both adults and children work at a very 

low wage rate while in the other there is no child labor when the wage rate is higher. Though the 

assumptions of the model are questionable, it has important policy implications. (Basu and 

Van,1998) 

Grimsrud (2001) talks about the “added worker effect” according to which adult and child labor 

are complimentary and is often seen that parents make their children work to secure more 

resources for the family which leads to low wages in the labor market along with high incidence 

of child labor. He also notes that the inequality in income acts as a hindrance to lowering of child 

labor.  

 

2. Inequality in income distribution: 

Swinnerton and Rogers found that there is a negative relationship between income and child 

labor but this relationship tends to become weak in affluent countries as compared to low 

income countries because of higher income inequality in the former. Further they note that in 

higher productivity nations a more equitable distribution of income can help in reducing child 

labor, while in low productivity nations the same can work in the opposite direction. (Swinnerton 

and Rogers cited in ILO/IPEC-SIMPOC, 2007) 

 

3. Parental education:  

It has been found in the study of urban Bangladesh that parental education is statistically 

significant and inversely influences the working decision of children. While the coefficient of 

mother’s income is statistically significant, that of father’s income was found to be insignificant. 

(Murad and Kalam, 2012)Basu and Tzannatos (2003)have talked about the phenomenon of 

“dynastic trap” according to which children whose parents have low education are more likely to 

be engaged in child labor. According to Brown et al. (2002), educated parents are likely to have 
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fewer and more educated children as they expect higher future earning and do not feel the need 

to use children as an insurance against uncertain future. Also an educated mother is likely to face 

low child mortality and hence the need for a big family size is reduced which leaves resources 

that can be invested for human capital formation of their children.  

 

4. Household characteristics: 

An important aspect in this context is that of “sibling complimentarity” according to which if one 

child is working, there is higher possibility for the other to go to school. this phenomenon is seen 

in moderately poor households where “some children are kept away from school to enable other 

children to go to school” (Basu and Tzannatos, 2003) 

Other characteristics include the stature of women and children in the household. Basu and ray 

find that child labor is highest in the households where father is the dominant decision maker 

while it is the lowest in households where the power is balanced between the two parents. (cited 

in Brown et al., 2002) A study by Moehling(1995) shows that working children receive a higher 

share of resources In the household than non-working kids. This is an important aspect as 

willingness of the children to work also determines the extent of child labor. (Moehling, 1995 

cited in Brown et al. 2002) 

Basu in his article “Gender and Say: A model of household behaviour with endogenously 

determined balance of power” draws a u-shaped graph to show the relationship between 

incidence of child labour and the fraction of household income earned by women. According to 

him the child is unlikely to work if this fraction is close to half, but as it tends to 0 or 1, the 

likelihood of children to work also rises.(Basu,2006)   

 

5. Adult unemployment: 

According to Basu, if out of N only E adults find employment then N-E households would be the 

ones sending their children to work. Since demand for adult labor is a negative function of wage 

rate, a rise in wages would tend to increase adult unemployment thereby increasing child 

labor.(Basu,1999). This makes the ground for the argument that a rise in minimum wage may not 

always lead to a fall in incidence of child labor, especially in societies where children can act as a 

substitute for adult labor. 

 

6. Capital market failure: 

Parents borrow to smooth out their consumption across life time. However if easy credit is not 

available, they borrow from future by putting their children in work rather than investing in 

them. (Brown et al., 2002) another study done by Dehejia and Gatti (2002) (Cited in Brown et al., 

2002) for a panel of 172 nations, found that families with greater access to credit are less likely to 

use child labor to protect against any economic volatility (cited in Brown et al., 2002) 
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7. Quality of education : if good quality free education is provided then poorest households may 

also send their children to school, while even middle class families abstain from sending their 

children to school due to high opportunity costs and poor quality of education.(Grimsrud, 2001). 

The absence of link between child labor and poverty in Pakistan (Ray,1998 cited in Grimsrud, 

2001) could also be due to poor quality of education system. 

      

EFFECTS OF CHILD LABOUR 

Child labor is a term that encompasses different dimensions, some of which might not have a  

negative consequence associated with them. While child labor can be detrimental to the health of 

those who are engaged in work thereby deteriorating the quality of adult human capital in the 

market, but in some cases in it can benefit the labor market as the young labor gets vocational 

training, learns about labor market strategies and gets exposure which might improve his earnings as 

adult labor. (Emerson and Souza, 2007) 

 

Emerson and Souza (2007) show that the effect of child labor on adult earnings is adverse till the age 

of 13 after which it has positive effects on adult earnings from adolescent labor. But this result 

changes for agricultural sector for which the negative effect never subsides. In Tanaka’s model, 

government tries to control child labor by providing good schools. For this government increases tax 

rate. As long as households do not find worth putting the child in school, Higher tax rate makes them 

worse off. But later on the relation between welfare and tax rate takes an inverted U shape, as tax 

increases quality of education improves thereby increasing welfare. (Cited in Basu and Tzannatos, 

2003) 

 

The work related hazards are often not kept in mind by the households while sending children for 

work.A study conducted in Turkey found that up to66%children worked in life threatening 

conditions. (Grimsrud, 2001)Orazem and Sedlacek (2001) (cited in Emerson and Souza,2007) found 

that people who have worked as child laborers have a higher probability of being impoverished. 

 

Child labor interferes with the schooling of children. In India 70% of the working children would go to 

school if given an opportunity of free education of a minimum quality. (Bura, 1995 cited in Grimsrud, 

2001) lack of education leads to a loss in many other fields of life. For instance those who are 

uneducated lack communication skills, cannot do basic numeracy, are unaware of the choices 

available to them or are unable to take correct decisions for their life. It also hampers their ability to 

exercise their agency as adults and demand their rights. (Satz,2003) an empirical study shows how 

female literacy plays a significant role in empowering women and controlling birth rates. (Murthi, 

Guio and Dreze, 1995 cited in Satz, 2003) 

      

POLICY INTERVENTIONS 

The policy interventions that need to be taken to tackle child labor suffer from many problems. 

While some interventions might be desirable from the point of view of welfare of the nation as a 
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whole even though they leave children worse off, others may benefit children but harm other 

sections of the society. For instance,a complete restriction on child labour can be seen to have both 

positive and negative consequences depending on the context of the society in which it is taken up. 

According to Basu, in some societies a complete ban on child labor may force children into more 

harsh conditions like extreme hunger and starvation. While in some other societies a complete ban 

may be desirable as a mass withdrawal of children form labor market may push adult wages to a very 

high level which would be desirable from the point of view of the society as a wholeand would make 

child labour unnecessary. (Basu,1999)The effect of a ban on exported goods made using child labor is 

weak, as according to Basu, this can push children into undesirable and more hazardous working 

conditions. The model by Doepke and Zillibotti (2002) (cited in Basu and Tzannatos, 2003) recognize 

multiple steady state equilibrium, one with high fertility and high inequality and strong opposition to 

ban on child labor and the other with high equality and low family size which favours legislation 

against child labour.  

Basu and Tzannatos (2003) classify the policy interventions into two types: collaborative measures 

that tend to channelize the productivity of children into education rather than work by altering the 

economic arena of decision makers; and coercive measures that use legislations to curb child labour 

and encourage schooling of children. The policies that can be undertaken under Both the measures 

are discussed here in brief. 

 Collaborative measures 

 Subsidies or direct cash transfers to poor families 

 Schemes to encourage enrolment in schools, for example 

Bolsa Escola in Brazil: the program was implemented between 2001 and 2003. It provided 

conditional cash transfers to the mothers whose children of age 6-15 were enrolled in school. It had 

a strong impact in reducing the child drop-out rate, almost7.8 percentage point decline.(Janvry et al., 

2006) 

Progresa in Mexico: the program began its operation in rural areas in 1997. The three areas that it 

aimed to cover were education, health and nutrition.  It provided monetary grants to families for 

each child under 22 years of age who gets enrolled in school between third grade of primary and 

third grade of high school. The program led to a 20% increase for girls and 10% increase for boys in 

enrolment in secondary school. (Shanghai poverty conference report). It was also found that the 

labor force participation of children in the age group 12-15 was reduced by 15-25 percent. (Skoufias 

and Parker cited in Basu and Tzannatos, 2003)  

Red de Proteccion in Nicaragua: it was a program modelled after progresa. It had a significant impact 

on school enrolment of the children and led to a substantial decline in child labor (Basu and 

Tzannatos,2003) 

Mid-day meal schemes in India: it was a centrally sponsored scheme launched in 1995 with the aim 

of improving school enrolment, attendance and nutrition among children. Schemes like these 

encourage children to attend school than to work. It was found that it had a significant and positive 

impact on school enrolment rates and the impact was highest in households with low economic 

status. (Bonds, 2012) 
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School construction programs in Indonesia: in 1973 a major school construction program was 

launched by the Indonesian government called the Sekolah Dasar INPRES program. It led to an 

increase of 0.25 to 0.40 years of education, 3 to 5.4 per cent increase in wages and 12% increase in 

the probability of an affected child completing primary school. (Duflo,2001) 

 Improving Credit facilities to poor families 

 Coercive measures: 

 Banning child labor through legislation 

 Protectionist instruments like banning imports of goods made using child labor 

 Other measures include: (Satz, 2003) 

 Restricting the no. of hours of work so that they can attend school atleast part time 

 Training programs that can increase wages 

 Strengthening political democratic institutions  

 Minimum wage act 

 

Murad and Kalam (2012) find out that there is a higher tendency for the older children to get trapped 

in child labour. In order to motivate them to get educated government must increase the stipend or 

the cash support that it provides with higher level of education so that the drop out is lesser as 

children get promoted to a higher grade. (Murad and Kalam, 2012) 

      

CONCLUSION 

 

Children are the true assets of any nation. The Economic development of a nation is linked to human 

capital formation rather than child labor. Child labor is a menace that most developing countries are 

facing. The policies suggested above also suffer from many drawbacks. The collaborative measures 

involve use of vast amount of funds and more importantly willingness on the part of government. 

They are often faced with the problem of corruption and therefore often fail to achieve their targets. 

Providing easy credit to the poor families or cash transfers does not guarantee its use for the 

requisite purpose and could be wasted in an undesirable way by the head of the household. 

 

It is also not imperative that the coercive measures work in the right direction. Actions like an 

outright ban on child labor need to be carefully evaluated before implementation, as in the absence 

of multiple equilibria such interventions can aggravate the problems of children and their families by 

lowering their wages and making it essential for them to work for more hours in order to earn the 

minimum amount of subsistence. (Basu and Tzannatos, 2003) 

 

Similarly, policies that obstruct the flow of goods that do not follow the international labor standards 

can unknowingly push the child workers into non-traded goods sector with even worse conditions of 

unemployment. There is evidence from Nepal that shows that children were driven into prostitution 

when attempts were made to stop child labor in export sector like carpet production. (UNICEF, 1995 

cited in Basu and Tzannatos, 2003) 
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Hence the analysis of cost and benefits is required to be done by the government before undertaking 

any policy for controlling child labor. It is important to understand that there are many underlying 

problems behind child labor which do not get resolved just by banning it. Poverty, gender 

discrimination, cultural grooming, inadequate education facilities and weak political will are some of 

them. Also not all children who do not work are going to school which shifts our attention to some 

other serious issues like domestic work especially with regard to girl child. 

 

It is also important to note that not all parents are altruistic, which is often assumed in many models 

on child labor and there can be a problem of agency that affects the future value of the labor of 

these children who get engaged in work at an early stage of their life. 

 

The question that remains unanswered however is that why the free market solution calls for child 

labor in reality though there are models that have shown the possibility of other market 

equilibriums. Does this indicate that child labor is a Pareto Optimal for the society as a whole and if 

yes then why should it be treated as a bane. 
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