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1. The Determinants of Child Labour:  Theory and Evidence by D. Brown, A. Deardorff and R. Stern 

The paper begins by analyzing the theoretical determinants of household decision making pertaining 
to work and educational attainment for children. In this context we consider the optimal choice of family 
size, parental labour, and investment in quality of children. These decisions are constrained by the 
availability of credit and insurance, the ability of families to engage in efficient intra-generational 
bargaining, the efficiency of the market for information, coordination failure between firms that invest in 
physical technology and parents that invest in human capital, coordination failure between children and 
communities that invest in schooling infrastructure, and efficiency failures in the markets for spot labour 
and land. 

 Empirical evidence is provided to first identify the important determinants of household decision 
making as a practical matter.  Incidental evidence is provided to demonstrate the relevance of various kinds 
of market dysfunction in determining child labour. 

 The paper then turns to the demand-side determinants of child labour. There is some limited 
evidence, both historical and contemporary, that demand-side factors play a limited role in child labour. 
Central to this literature is the extent to which mothers, young women, or machines can duplicate and, 
therefore, replace the special labour qualities provided by child workers. The early stages of 
industrialization tend to be unskilled-labour biased, displacing skilled adult workers and creating 
employment opportunities for children. However, later stages of industrialization tend to be skilled-labour 
biased. Thus, it appears often to be the case that the demand for child labour occurs when labour-saving or 
other technological innovations have not been adopted. Child labour then most notably declines when the 
industrial process is sufficiently sophisticated so that children are of little use in an industrial setting. 

 The balance of the paper is devoted to analyzing the theory and evidence on recent economic 
events that might alter child labour. These include the increase in international economic integration, 
compulsory school laws and programs designed to improve school quality and raise the return to education. 

 This review suggests that child labour is a consequence of both the supply of, and the demand for, 
child workers. The conventional wisdom that child labour is fundamentally driven by any single cause 
such as poverty, greed, or ‘nimble fingers’ is not supported by the evidence. Thus, a policy response that 
targets a single dimension of child labour is unlikely to be efficient or effective.  Child labour may decline 
as incomes in developing countries rise, but there is nothing in theory or evidence that tells us such an 
outcome is inevitable. 

 Finally, it is important to bear in mind that parents are the single largest employer of children. In 
many cases, parents employ their children in the household, family enterprise, family farm or even on the 
factory floor in order to keep the family intact. It is also the case that families turn to internal markets 
because parents face a host of incentive problems when non-family members are employed. Efforts to 
eliminate child labour must take all aspects of the problem into account and draw upon these and other 
mechanisms that have the potential for reducing child labour without inducing further hardship. 

2. Child Labour in Africa (by S. Bhalotra) 

This paper presents an overview of child labour in Africa. It discusses the incidence and nature of 
child labour, possible causes, and actual and potential policy instruments. It answers some questions and 
raises others.  

 Africa has the highest incidence of child labour in the world. While child labour has been 
declining in Asia and Latin America, economic decline, war, famine and HIV/AIDS have combined to 
prevent this in Africa. Contrary to the popular image of child labour in factories managed by Dickensian 
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employers, the overwhelming majority of working children in Africa are employed on household-run 
farms and enterprises. Recent theoretical and policy-level discussion has neglected to recognise the 
implications of this fact. Thus, for example, considerable attention has been dedicated to consideration of 
the impact on child labour of minimum wages or trade sanctions when, given the nature of work performed 
by most children in Africa (and, indeed, by the majority in other developing countries), these interventions 
are largely irrelevant.  

 Child labour and child poverty in Africa would appear to be aggravated by the relatively recent 
but explosive phenomenon of orphanhood associated with war, famine and the spread of HIV/AIDS. So far, 
most orphans are accommodated by relatives or the extended community, but widespread impoverishment 
makes these support systems fragile. A further cause for concern is the possibility that altruism of adult 
carers towards children grows weaker as the biological relation between adult and child is weakened. This 
concern applies more widely given the practice of child fostering, which has a long history in Africa. 
Consistent with this, recent research finds some evidence that orphan and foster children are less likely to 
be enrolled in school than the biological children of their adult carers. This calls for policy initiatives that 
should extend and subsidise service provision in the health and education sectors.  

 However, with economic stagnation, falling government revenues and continuing expansion of 
the school-age population, some African governments are hard-pressed to widen access to schooling while 
also raising the quality of education. In this context, the paper highlights an ongoing debate regarding the 
efficiency and equity implications of introducing school fees and encouraging private provision of public 
services. Since education is not the exact inverse of child labour, the paper also considers recent evidence 
on the extent to which school attendance and school performance trade-off against child labour. 

 The descriptive facts suggest a number of alternative causes of child labour. Do children work 
because their families are impoverished and need the child’s income in order to survive? Or do they work 
because the net benefits of attending school are low relative to the rewards from work? Alternatively, is the 
driving force the limited altruism or selfishness of adult carers or, possibly, parents? The paper presents an 
analytical framework for thinking about the causes of child labour. This is helpful in placing the 
contributions of research and also in directing the needs of policy. It argues that the development of 
appropriate markets and institutions will tend to mediate the force of incentives, constraints and agency in 
determining the extent of child labour. The evidence from recent micro-econometric research is then 
briefly summarised. 

 As it is difficult to generalise across the experiences of different African countries, the paper 
presents a more detailed analysis of micro-data for Ghana and Ethiopia. Child labour is more widespread in 
Ethiopia, much the poorer of the two countries, and it starts at an earlier age than in Ghana. Indeed, the net 
enrolment rate in primary school in Ethiopia is the lowest in the world. Girls suffer a relative disadvantage 
in both countries but this is slight in Ghana as compared with Ethiopia. In both countries, the vast majority 
of children are engaged in household-based activities. In Ghana, farm labour predominates while in 
Ethiopia, the most common child activities are fetching fuelwood and water and herding. Both countries 
have “inactive” children who neither work nor go to school, and the proportion is greater in Ghana. Thus, 
if the main concern is with low educational attainment (and the gender gap therein), policies designed to 
discourage child labour may be rather less important than policies that directly promote school attendance.  

 There is, nevertheless, a trade-off between work and school (both attendance and performance) 
and this has been demonstrated for both countries. The Ethiopian data indicate that child labour also 
impairs the other important dimension of human capital: health. It is, in general, difficult to establish the 
direction of causality in these relationships. Taking child height to be a pre-determined indicator of health, 
the paper shows that healthier children in Ethiopia are more likely to be active than inactive and more 
likely to be attending school than working. In a similar vein, taking test scores as indicating pre-determined 
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ability, it is shown that, amongst boys in Ghana, ability increases the chances of going to school at the 
expense of participating in work. There is, however, no corresponding effect of ability on the time 
allocation of girls. Data for both countries support the hypothesis that biological children of the household 
head are less likely to work than other children. Income effects on child labour are surprisingly small; they 
are larger for girls than boys and larger for schooling than for work. The “wealth paradox” is strikingly 
evident in the data for Ghana in the sense that children of land-rich households are more likely to be 
engaged in work. In the case of girls, the work-increasing effect of land-size persists even after 
conditioning on household income and other variables. In Ethiopia, it is not land acreage but land slope 
which raises the work participation of girls. Ownership of draught animals and tools, on the other hand, 
reduces the work of boys. 

 Not unrelated to the recent surge in interest in child labour on the part of international 
organisations, there is now an impressive list of policy initiatives in place in Africa. Their efficacy relies 
upon (a) identifying the causes of child labour and understanding the incentives and constraints driving the 
decision to work; and (b) the commitment and enforcement capacity of governments. The relative success 
with child labour interventions in Latin America reflects, to some degree, better governance. Also, in 
contrast to Latin America, interventions in Africa have not been adequately monitored and evaluated. Thus, 
while there probably are regions that have been transformed, there is little evidence as yet of real success in 
Africa. 

3. Child Labour in South Asia (by E. Edmonds) 

The International Labour Organization (ILO) estimates that 19% of children aged 5-14 in Asia and the 
Pacific are economically active (ILO, 2002). These 127.3 million children constitute 60% of all child 
labourers worldwide. The aim of this study is to better understand child labour in South Asia through in-
depth case studies of the child labour experience in three countries: Nepal, Pakistan, and Vietnam. 

 Several themes about child labour emerge in examining data from these three countries. First, any 
discussion of child labour needs to consider wage work as well as unpaid work including household 
production activities. Children who work in one type of activity are more likely to work in other activities 
as well. Thus, focusing on only one aspect of child employment seriously understates child labour supply. 
Second, there is some evidence of important substitutions of child and adult labour across different 
household activities that may be very costly for the welfare of the child but would be missed by a focus on 
wage work or work in a household business alone.  

This study also finds that existing child labour policy appears to be seriously misdirected. First, 
almost all efforts against child labour are directed at manufacturing employment, but most child labour 
(like adult employment) is in agriculture. Second, existing government policies largely focus on preventing 
children from working and many high-income nations even threaten to use trade sanctions to punish 
countries with high levels of child labour. These approaches ignore the reasons why children work. 

 Most of the documented variation in child labour is at the household level. Thus, household 
factors are more important than community or child specific-factors in determining child labour supply. 
The earnings opportunities available to children within the household, household composition, and 
household living standards are three key factors that appear particularly important in explaining why 
children work. Cultural factors may also play some role in child labour supply. Across countries, this study 
finds large differences in how the activities of children vary with gender. Aside from gender differences in 
labour supply that might have a cultural component, there is some evidence of persistence in child labour 
supply within households through time. However, this appears to take the form of a very small number of 
hours worked. Moreover, the degree of observed persistence in child labour within households is dwarfed 
by the large declines in child labour observed with improvements in living standards. 
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 These results have important implications for theories of child labour supply and the resulting 
policy implications. First, there is no empirical support for two popular models of child labour supply: 
parental callousness and so-called “nimble fingers”. The parental callousness theory posits that parents do 
not care about the welfare of their children and will always seize any earnings opportunities open to 
children. However, this study finds child labour supply to be very responsive to variation in household 
attributes, especially household living standards. The “nimble fingers” theory claims that children work 
because of the presence of certain types of production in which children have comparative advantage. The 
data do not provide any evidence of a correlation between the presence of an industry in a community and 
child labour. In fact, the data suggest that household-specific factors are much more important in child 
labour supply than are community factors. Moreover, most children work in activities where their labour is 
substitutable for adult labour. 

 Second, this study’s findings recommend policies that do not attempt to eliminate or restrict child 
labour supply. Instead, policies that recognize explicitly the determinants of child labour supply may be 
more effective. Several policy options seem promising. First, using financial incentives to ameliorate some 
of the costs of child labour may both reduce the household’s need to send children to work and reduce the 
costs of child labour for children that work. Second, efforts to modify the child’s working environment to 
make child labour more compatible with schooling and leisure may mitigate the costs of child labour 
without punishing households for needing to send children to work. Third, recognizing that part of the 
reason children work is because of missing markets for the goods and services children provide to the 
household suggests that policies that either promote these markets or provide substitutes for the 
contribution of children may lead to large reductions in child labour. 

4. Child Labour  in Latin America (by P.E. Couralet) 

The aim of this study is to highlight the main characteristics of child labour in Latin America—a 
region in which, according to the International Labour Organization’s latest estimate of the impact of child 
labour (ILO, 2002), just over 17 million children aged between 5 and 14 (or 16% of that age group) were 
economically active in the year 2000. For that purpose, three national household surveys conducted in 
1998 in three neighbouring countries—Brazil, Colombia and Venezuela have been used.  

The first part of the report is devoted to a statistical analysis of child labour in the above three 
countries. It highlights the sharp disparities in the frequency of child labour between these countries’ rural 
and urban areas, between regions, and even within regions. The nature of child labour (hours, sectors of 
activity, status, pay) is set forth in detail. Lastly, special attention is paid to the linkages between child 
labour and schooling, household structure and household income. 

In order to move from a study of statistical correlations to one of economic cause and effect, the 
analysis goes on to an estimation of parametric econometric models incorporating the interaction between 
decisions to send children to school or to work. In addition to so-called “economic” work, family domestic 
work is factored in as well, either in combination with economic work, as in Colombia and Venezuela, or 
separately, as in Brazil. 

To identify the real income effect, that effect is instrumented. It then emerges that the correlation 
between household income and child labour is negative—as might be suspected—but low. In none of the 
three countries studied would a doubling of household income suffice to eliminate child labour. In all of 
the models, variables involving returns on education and learning, either directly (local rate of non-
schooling) or indirectly (parents’ level of education or occupation) have a clear effect on schooling and/or 
the supply of child labour. In particular, it is shown that child labour and adult labour are not substitutable 
but rather highly complementary (especially if the parents’ activity is unsalaried)—a finding that may be 
interpreted as a positive effect of the parents’ informal human capital on the labour of their children. 
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Lastly, the final section presents the various public policies being carried out in Latin America to 
improve the situation of child workers. Because child labour is a multi-dimensional problem, public 
policies that impact its incidence are not necessarily policies whose main objective is to combat it. In 
addition to programmes that target child labour, the role of education policies and conditional tuition grant 
programmes is highlighted. Such schemes, such as Mexico’s Progresa programme, appear to provide the 
best response to the complex development problem of child labour.  
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Table 12. Sibling correlations in participation in child labour in Nepal and Vietnama 

House Work House Work Market Work Market Work
(1) (2) (3) (4)

Nepal 1999
Sibling Participates in House Work 0.178 0.155 0.011

(0.007)** (0.007)** -0.007
Sibling Participates in Market Work 0.066 0.371 0.367

(0.007)** (0.007)** (0.007)**
Observations 14631 14631 14631 14631
R-squared 0.26 0.27 0.27 0.27
Vietnam 1998
Sibling Participates in House Work 0.252 0.248 0.022

(0.012)** (0.013)** (0.010)**
Sibling Participates in Market Work 0.015 0.327 0.321

-0.013 (0.010)** (0.010)**
Observations 5457 5457 5492 5492
R-squared 0.29 0.29 0.29 0.29  

a)  Each column-country grouping is a separate regression of an indicator for child participation in the indicated (column) work 
category on age, gender, and age*gender effects and the indicated measure of sibling participation in child labour. Sample is 
restricted to children with co-resident siblings between the ages of 6 and 15. * significant at 10%; ** significant at 5%. 
Standard errors are in parenthesis. All regressions include age*gender effects.  

Sources: Nepal results are from the NLFS (Edmonds, 2002b) and Vietnam results are from the VNLSS98 (Edmonds, 2002a). 

91. Columns 1 and 2 of Table 12 look at household work and columns 3 and 4 look at market work. 
In columns 1 and 3, an indicator for if a child works is regressed on an indicator for if a sibling participates 
in the same type of work. Columns 2 and 4 add an indicator for whether a sibling works in the other work 
category as well. 

92. In Nepal, having a sibling working in household production raises the probability that a child 
works in household production by 18 percentage points. Having a sibling employed in market work raises 
the probability that a child works in market work by 38 percentage points. Sibling correlations in 
participation in work are similar in Vietnam. 

93. Sibling participation in other types of work is a weaker predictor of a child’s economic activities 
in both Nepal and Vietnam. When considered together, sibling participation in activity j is a stronger 
predictor of child participation in activity j than is sibling participation in the other type of activity. For 
example, in Vietnam, having a sibling engaged in market work raises the probability a child works in 
household work by merely 6% of the amount that having a sibling engaged in household work does. A 
sibling engaged in household work raises the probability a child works in market work by 7% of the 
amount that having a sibling engaged in market work does.  

94. Of course, the regressions in Table 12 do not imply some unique causal effect of sibling 
participation on a child’s activities. Rather, they reflect common factors in the environment of both 
children. Moreover, the common factors seem to be somewhat specific to a given work category, because a 
child’s participation in household or market work is predicted by sibling participation in the same work 
category rather than the other work category. The nature of these common factors is explored in the 
remainder of this section and the next. 
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5.1 Parental Attitudes 

95. Rich country observers typically ascribe child labour in poor countries to parental callousness. 
The role of parental attitudes in child labour supply is important, because if parents want children to work, 
then increases in income or efforts to help poor households may have little effect on labour supply. Then 
the only hope for addressing child labour is to direct efforts at labour demand. Section VII of this study 
examines existing child labour policy and finds that, in fact, labour demand is the focus of existing policy. 
Hence, assumptions about parental attitudes and callousness pervade existing social policy. 

96. There is considerable academic support for the idea that callous parental attitudes play a 
deterministic role in child labour supply. Cain (1977) for example examines the net contribution of 
children to household resources in rural Bangladesh. He argues that boys become net producers in the 
household by age 12 and that their cumulative production exceeds their cumulative consumption by age 
15. Cain reasons that, because of this, parents have children for work. Other authors (Parsons and Goldin, 
1989 and Andvig, 1997) argue that because parents do not capture the return to educating their children, 
children inevitably are used to exploit all available earnings opportunities. 

97. While the idea that child-welfare does not enter into parental preferences is an extreme one, other 
authors have emphasized social customs as an explanation for why parental preferences play a role in child 
labour supply (Rogers and Standing, 1981). Two types of evidence are generally cited to support the social 
norms explanations of child labour. First, several studies attribute gender differences in child labour to 
social customs (Canagarajah, 1998; Cartwright, 1999). As has been discussed, gender differences may 
stem from pure economic factors as opposed to social norms. Second, studies that find differences 
associated with ethnicity or effects of parental education beyond income are often cited as support for 
parental attitudes and social norms in child labour supply. 

98. The available data on ethnicity in Nepal and Vietnam suggests that ethnic minorities have higher 
participation rates in both market and household work. However, ethnic minorities differ from non-
minorities in a number of ways. Minorities tend to have weaker access to government programmes and 
services. They also tend to be poorer. Van de Walle and Gunewardena (2001) examine ethnic minorities in 
Vietnam, and find that their relative disadvantage in Vietnam stems primarily from geographic disparities 
rather than some distinct cultural or ethnic attribute of minorities. With respect to the activities of children, 
Edmonds and Turk (2002) find that half of the difference between minority and non-minority households is 
attributable to geographic differences alone. Moreover, Edmonds and Turk find that ethnic minorities and 
non-minorities experience similar reductions in child labour through time in Vietnam. Thus, in Vietnam, 
there is little evidence that being a minority itself is associated with higher levels of child labour. 

99. Interpreting effects of head education on child labour while conditioning on income may be 
biased by confounding factors much as the ethnicity evidence appears to be. Within the framework of 
Section III, the head’s education may influence the productivity of working children in household 
production. Hence, the value of child time outside of schooling may depend on the household head’s 
education. Moreover, income is likely measured with error, and it is at least plausible that measurement 
error in income is correlated with the education of the household head. For example, more educated heads 
may be more likely to operate home enterprises, thereby making income measurement more difficult. 
Thus, while there is scope for the household head’s education to influence child labour directly through the 
value of child time in the household, there may be no real effect of head education on child labour – the 
observed effects could just reflect measurement error. Either way, it is impossible to conclude that the 
effects of head education on child labour conditional on income necessarily reflect parental attitudes. 

100. This subsection considers evidence on the role of parental attitudes in child labour decisions. In 
Section III parental preferences enter through the marginal utility of consumption today and the marginal 
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utility associated with improving the child’s future well-being. It should be evident from equation (2) that 
separately identifying parental preferences towards consumption and towards the child’s future well-being 
would be a daunting task. Parental attitudes also enter the problem of Section III through parental 
assumptions about the return to education. In the extreme form of the parental callousness model, the 
parent’s return to education is zero and the parent’s marginal utility from improving child well-being is 
zero. Thus, the household allocates child time between work and household production depends only on 
the relative return to work in schooling and household production. A child enters school only if it is 
costless and there is nothing for the child to do. 

101. The evidence is solidly against the strong form of the parental callousness model. In all of the 
evidence examined so far in this paper, there is heterogeneity in participation in child labour, and it is hard 
to believe that this reflects a lack of anything better to do with child time than go to school. However 
inaccurate parental callousness maybe as an overall description of the reasons for child labour, parental 
attitudes may still play a significant role.10 

102. Table 11 revealed that a majority of the variation in child labour is between households. 
However, time invariant household characteristics can explain less than half of the variation in child labour 
observed in households over time. In household work, household fixed effects explain 40% of the variation 
in participation in household work through time and 48% of the variation in participation in market work. 
This suggests that while a majority of the variation in child labour at a point in time is across households, 
the majority of variation in child labour through time is actually within household. 

103. Table 13 explores this further by examining the predictive power of child labour participation in 
the first round (1993) of the Vietnam data for participation in the second round of the panel (1998). The 
unit of observation is the child, and the dependent variable is whether the child participates in the indicated 
type of work in the second (1998) round of the survey. Of interest is whether child labour participation in 
the first round of the survey predicts participation within the same household. Thus, the conditioning 
variables are whether a child in the household participated in the indicated type or work in the first round 
of the survey (1993) and whether a child in the household participates in the other work category in the 
1993 round. As before, each regression also includes a vector of dummy variables for age, gender, and 
their interactions. 

Table 13. Inter-temporal relationships in participation in child labour in Vietnam, 1998a 
House Work House Work Market 

Work
Market 
Work

Market 
Work 

(1) (2) (3) (4) (5)
Participation in Household Work, 1993 -0.011 -0.017 0.028 0

-0.024 -0.024 -0.019 -0.015
Participation in Market Work, 1993 0.021 0.163 0.157 0.053

-0.023 (0.024)** (0.024)** (0.014)**
Commune Fixed Effects No No No No Yes
Observations 4250 4250 4282 4282 4282
R-squared 0.23 0.23 0.17 0.17 0.41  

a)  Each column-country grouping is a separate regression of an indicator for child participation in the indicated (column) work 
category on age, gender, and age*gender effects and the indicated measure of participation in child labour of children in the 
household in 1993. Column 5 also includes community fixed effects. Sample is restricted to children in households that are 
observed in both rounds of the VLSS with co-resident siblings between the ages of 6 and 15. * significant at 10%; ** 
significant at 5%. Standard errors are in parenthesis.  

Source: Edmonds (2002a) using the VNLSS98. 

                                                      
10. One way to examine the importance of time invariant parental attitudes is to follow children through time. 

Vietnam data permit to do so as they followed 4 500 households in 1993 and again in 1998. However, it shows 
that there is little evidence of any persistence in child labour participation rates within households.  
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104. There is no evidence of persistence in household work participation through time. This may 
reflect the local nature of household demands for home production. In market work, however, we observe 
considerable persistence. A child is 16 percentage points more likely to work in market work in 1998 if it 
or a sibling worked in market work in 1993. If anything, this estimate may overstate the within household 
correlation in child labour supply, because this may partially capture persistence in an individual child’s 
labour supply participation. Moreover, it is possible that this correlation reflects something about the 
location of the household. For example, child labour is likely to be higher in communities with more 
employment opportunities, and these employment opportunities may be persistent through time. Thus, 
column 5 includes community fixed effects to control for time invariant community characteristics. This 
dramatically reduces the inter-survey persistence in child labour. However, the data still suggest some 
persistence in participation in market work even within community. 

105. This observed persistence may reflect parental attitudes or it may reflect persistence in earnings 
opportunities within a household. To explore this persistence in participation further, Chart 7 examines 
changes between 1993 and 1998 in hours worked per child by plotting the joint distribution of household 
fixed effects in hours worked in 1998 and 1993. In order to compute these household fixed effects in hours 
worked for each year, each child’s total hours worked in a given year is regressed against a vector of 
dummy variables for age, gender, their interactions, and a household fixed effect. Using these regression 
results, the expected hours worked within the household for a 13-year-old girl is computed. This 
calculation is made separately in 1993 and 1998, and the resulting fixed effects estimates for each year are 
pictured in Chart 7. All observations on the same contour have the same likelihood of occurring in the data. 

Chart 7. Joint density of hours worked during the last seven days in Vietnam (1993 and 1998) 

1

2

3

4

5

6

x 10
-3

0 5 10 15 20 25 30 35 40
0

5

10

15

20

25

30

35

40

Hours Worked in Last 7 Days 1993

H
ou

rs
 W

or
ke

d 
in

 L
as

t 7
 D

ay
s 

19
98

 
 

 

Source: Edmonds (2002a) using the VNLSS93 and VNLSS98. 

106. Chart 7 reveals considerable persistence in working a few hours each week. For example, it 
appears that observing around 5 hours in 1993 and 5 hours in 1998 is the most commonly seen 
combination in both years. Overall, the correlation between hours worked in 1993 and 1998 is a 
surprisingly high 0.24. However, if child labour supply were driven wholly by parental attitudes, without 
the influence of economic factors, all of the mass of the joint distribution would be on the forty-five degree 
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line. In fact, as hours worked increases, persistence falls. This is evidence in the general straightening 
(flattening) of the contours as hours worked in 1993 (1998) increase. For example, if we observe a child 
working 25 hours a week in 1993, we are most likely to see that child working around 10 hours per week 
in 1998, and we are almost half as likely to see the child work 25 hours in 1998. 

107. Thus, while parental attitudes undoubtedly play some role in child labour supply, there is little 
evidence within the Vietnamese data that they are fully deterministic. Moreover, the persistence in child 
labour that we observe within households appears to be in relatively few hours worked. Thus, to the extent 
that persistence reflects parental attitudes or societal norms, whether or not these are substantive for child 
welfare is not evident. 

108. Another way to examine parental attitudes towards child labour is to directly ask parents about 
why their children work. While working with subjective qualitative data is always difficult, there is scope 
for these questions to be informative about why parents have children work. The Pakistan Child Labour 
Survey contains questions about why parents “allow” their children to work (Table 14). 

Table 14. Distribution of working children 5-14 years old by parents’/ guardian’s main reason for letting 
children work in Pakistan, 1996 

All Male Female All Male Female All Male Female
To supplement household income 27 30 21 23 25 19 61 61 56
To pay outstanding debt 1 1 0 1 1 0 3 3 2
Assist/help in household enterprise 54 55 53 58 59 54 29 27 39
No one else available for household chores 14 11 23 16 13 25 1 1 1
Other 3 3 2 3 3 2 7 8 2

All Pakistan Rural Pakistan Urban Pakistan 

 

Source: Federal Bureau of Statistics (2001) using the 1996 Child Labour Survey. 

109. Several interesting characteristics standout in Table 14. First, the “other” category includes 
questions that allowed parents to respond that children worked because children should work or because 
there’s little benefit to education. Overall, this explains only 3% of working children in Pakistan. Second, 
in rural Pakistan, the main reason why children work is to assist in household enterprises (such as the 
farm). Household chores are also an important reason for why females work. In urban Pakistan, parents 
claim that supplementing household income is the main reason for sending a child to work. Third, a 
common theme in the case study literature is that household debts force children into work (especially 
bonded work). Very few households site the repayment of debt as a reason for sending children to work. 

110. Thus, empirically, there is little support for the parental callousness model of child labour. In 
fact, while there does appear to be some persistence in household participation in child labour, the 
persistence is concentrated in relatively few hours of worked. Moreover, qualitative responses to the 
question of why children work reveals little evidence of extremely important attitudes or norms driving 
child labour supply. Hence, in subsequent sections we consider how child labour supply varies with 
various household economic characteristics. 

5.2 Home Enterprises 

111. When asked why children work, households in Pakistan overwhelming responded to help with 
the household business. In fact, most children work within their own household. Table 15 summarizes the 
distribution of employer type for the 2 million children working in market work in Nepal, the 18 million 
children in market work in Pakistan, and the 4 million children working in market work in Vietnam.  
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VII. CHILD LABOUR AND GOVERNMENT POLICY 

185. The empirical results from the previous sections do not highlight one smoking gun that should be 
targeted to ameliorate child labour. Employment opportunities available to children appear important as is 
the household’s labour demand. Household living standards appear to affect how important these factors 
are. Community attributes seem relatively unimportant in determining child labour supply, especially 
relative to the importance of the household’s needs. There is also some role for cultural factors in affecting 
child labour supply, especially with regards to gender differences. The purpose of the present section of the 
study is to consider existing child labour policy in Nepal, Pakistan, and Vietnam in light of these empirical 
findings on why children work. 

186. Government policy in all three countries focuses on prohibiting the employment of children. This 
focus on the prohibition of child labour appears misplaced given the empirical results above. Moreover, 
this emphasize on prohibiting child labour constrains governments and civil society workers from 
exploring ways to improve the working environments of children and to make work and schooling more 
compatible. 

187. While poverty is a key determinant of child labour, policy largely attempts to curtail the demand 
for child labour. That is, poor children are forced to work for their survival, and policy aims to prevent 
them from doing so. When the type of work being performed by children is hazardous or horrible, this 
labour demand approach may be justified, but it does not appear to be complimented with efforts to help 
households avoid the need to send children to work. In Nepal, international and civil society organizations 
have recognized the importance of this, more so than in the other two countries. Additional household 
income opportunities are coupled with payments for households that send their children to school.  

188. Outside of the limited work on education subsidies in Nepal, the other countries have done little 
to address why children work. Moreover, because of their focus on prohibiting child labour, policy has not 
focused on facilitating flexibility in employment so as to enable children attend school while they work. 
Some non-governmental groups in Pakistan have experimented with this to great success, but there has 
been nothing in the way of formal policy initiatives. In fact, Vietnam appears posed to move towards 
longer school days, making work and schooling even less compatible. 

189. Moreover, policy aimed at labour demand tends to focus on specific industries that are 
geographically concentrated with a relatively small share of working children. This concentration could be 
justified if the conditions in these industries are particularly hazardous to child development, but the 
consequence of this specific, labour demand driven focus appears to be to ignore the majority of working 
children in a country. 

7.1 Command Measures 

190. The establishment of command measures that restrict the types of activities in which children can 
work or that abolish child labour outright has been a priority for international organizations that work on 
child labour issues. The domestic legislation of all three countries considered here reflects this emphasis. 
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International Labour Standards 

191. There are two main international conventions on child labour supply advocated by the 
International Labour Organization (ILO). First, Convention 138 establishes a minimum age for 
employment. Signatories on this 1973 convention agree to “to pursue a national policy designed to ensure 
the effective abolition of child labour and to raise progressively the minimum age for admission to 
employment or work to a level consistent with the fullest physical and mental development of young 
persons” (Article 1). Convention 138 specifies that the minimum age for employment should not be less 
than 15. 

192. Second, Convention 182 attacks the worst forms of child labour. It defines a child as all persons 
under the age of eighteen. Signatories on this 1999 convention commit to “take immediate and effective 
measures to secure the prohibition and elimination of the worst forms of child labour as a matter of 
urgency” (Article 1). The convention defines what it means by worst forms of child labour: a) all forms of 
slavery or practices similar to slavery, such as the sale and trafficking of children, debt bondage and 
serfdom and forced or compulsory labour, including forced or compulsory recruitment of children for use 
in armed conflict; b) the use, procuring or offering of a child for prostitution, for the production of 
pornography or for pornographic performances; c) the use, procuring or offering of a child for illicit 
activities, in particular for the production and trafficking of drugs as defined in the relevant international 
treaties; d) work which, by its nature or the circumstances in which it is carried out, is likely to harm the 
health, safety or morals of children” (Article 3). 

193. In addition to these two conventions, the ILO also encourages poor countries to sign a 
memorandum of understanding with the ILO to take active steps to participate in the ILO’s International 
Programme for the Elimination of Child Labour (IPEC). Joining IPEC entails the creation of a national 
steering committee that develops a national plan of action for the elimination of child labour in the country. 

194. There is considerable international pressure for low-income countries to sign Convention 138 and 
especially Convention 182. In November 2001, a meeting of European finance ministers committed to 
employing trade sanctions against countries that fail to sign and enforce international labour standards on 
child labour. In the U.S., there are three pieces of legislation designed to coerce countries into adopting and 
enforcing labour standards towards child labour. First, the 1997 Sanders Amendment to the Trade Act of 
1930 prohibits the importation of products made with “forced or indentured child labour.” Second, the 
Generalized System of Preferences authorizes over 4 000 products from 140 developing countries 
(including Nepal, Pakistan, and most recently Vietnam) to enter the U.S. duty-free. However, these 
preferences can be removed from countries that fail to enforce international labour standards. Third, the 
Trade and Development Act of 2000 denies trade preferences to countries that fail to enforce 
Convention 182 explicitly. However, the preferences under the Trade and Development Act have not been 
extended at present to Nepal, Pakistan, or Vietnam. 

195. Nepal, Pakistan, and Vietnam have all signed Convention 182 on the worst forms of child labour. 
(Vietnam in November 2000, Pakistan in November 2001, and Nepal in January 2002). Of these three 
nations only Nepal has signed Convention 138 on the minimum age. However, as discussed below, Nepal 
domestic legislation on child labour contradicts Convention 138 and it is not at present clear how this 
contradiction will be resolved. 

196. Both Nepal and Pakistan have signed memorandums of understanding with IPEC, and Nepal has 
recently become one of the three nation’s participation in IPEC’s Time-Bound Programme. The 
Time-Bound Programme outlines a comprehensive plan of action to eliminate the worst forms of child 
labour. In Nepal the implementation of this programme has just begun and it will target approximately 
120 000 children in 35 districts with a proposed budget around USD 13 million. Vietnam is currently 
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developing its own (independent) guidelines for eliminating the worst forms of child labour (MOLISA, 
2001). 

197. At present, there does not appear to be any evidence that signing Conventions 182 or 138 has any 
effect on child labour. It is possible that in the future the threat of trade sanctions or the denial of trade 
preferences may take actions directly to enforce the terms of the conventions. However, as is clear in the 
next section, passing domestic legislation supporting international labour standards by itself does not 
eliminate or necessarily affect child labour. Moreover, in many ways, these conventions limit the 
international discussion on how to address the problem of child labour. For example, a signatory of 
Convention 138 agrees to prohibit any children under the age of fifteen from working. In so agreeing, a 
signatory cannot explore ways to ameliorate the negative consequences of child labour. Discussions are 
eliminated of ways to make schooling more compatible with work. Similarly, if enforced, these 
conventions do nothing about the reasons why children work. Thereby, they may simply force child labour 
into less visible, and perhaps more dangerous, or less lucrative arenas. 

Domestic Legislation 

198. All three countries have national legal prohibitions of child labour in place. However, 
enforcement of these laws appears to be limited as shown by the empirical work on child labour in the 
preceding sections. 

Nepal 

199. The 1990 Constitution of Nepal contains a provision to protect children and to guarantee them 
certain fundamental rights. It directs the state to establish and protect these rights and to make gradual 
arrangements for free education. The Nepal Labour Act 2048 (1991) is the first piece of post-constitution 
legislation directed at child labour. In the Act a ‘child’ is a person who has not attained the age of 14 years. 
The Act establishes that “no child shall be engaged in work of any Enterprise”. 

200. The Children’s Act of 1992 also addresses child labour. While the National Labour Act made 
child work in an “enterprise” illegal, the Children’s Act makes employment of children below the age 
of 14 as “labourers” illegal. The Children’s Act has not been amended to conform to Convention 138 that 
specifies age 15 instead of age 14. Children 14-16 are not allowed to work at night. No child below the age 
of 16 can be made to work against his/her will. The Children’s Act also prohibits the employment of 
children below age 16 in hazardous work or in “immoral professions”. Efforts have not been made to 
reconcile this with Convention 182’s prohibition of persons under 18 in hazardous work. 

201. More recently, Nepal has passed several acts designed to target specific forms of child labour. 
The Bonded Labour Act prohibits the Kamaiya system and threatens sanctions against employers with 
bonded labourers. The Traffic in Human Beings Act prohibits trafficking in both children and adults. The 
general mismatch between Nepal’s legislation and its signatures on international conventions is of 
relatively minor significance given the lack of enforcement of domestic laws on child labour. At present 
none of the child labour legislation described above contains rules, procedures, or substantive funding for 
enforcement. In most cases, it is not clear what ministries are responsible for enforcing the legislation. 
Moreover, according to an ILO study, only a handful of sanctions have ever been attempted against 
employers and there is little awareness of the legislation at the ministerial or public level (ILO, 2001). 
Likewise, legal action through Nepal’s court system is generally infeasible because of its notorious delays 
and difficulties. 

202. Perhaps most promising for future enforcement of child labour laws is the Local Self-Governance 
Act that transfers substantive powers to local Village Development Committees. These local governments 
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may be able to work with international organizations and non-governmental organizations to monitor and 
enforce child labour laws. ILO (2001) documents several community level initiatives that have been 
effective in mobilizing local police and judges in enforcing child labour laws. 

Pakistan 

203. In Pakistani law, a “child” is a person aged 14 or younger. The 1973 constitution of Pakistan 
establishes 14 as the legal minimum age for employment in shops, commerce, industry, or at sea. 15 is the 
legal minimum for work in mines or in railways. In the early 1990s, the government began to take steps to 
address labour demand in some of the worst forms of child labour. 

204. Two main pieces of legislation in the early 1990s were designed to address some of the worst 
forms of child labour. The Employment of Children Act of 1991 prohibits the use of child labour in 
hazardous occupations and environments. Children are not allowed to work overtime or at night. 
Moreover, the employment of children is prohibited in the following industries: carpet making; cement 
manufacturing; cigarette making; soap manufacture; cloth dyeing; garment manufacture; shoe-making; 
tanning and leather; printing, and weaving; manufacturing of matches, explosives, and fireworks; mica 
cutting and splitting; precious stones; paper; shellac manufacture; glass; tanning; metal and wood 
handicrafts; furniture; wood cleaning; and fishing.  

205. Unlike the Nepali legislation, the Employment of Children Act specifies penalties for employers 
that violate the act. An employer using a child in a prohibited occupation may be imprisoned for up to 
one year and receive a 20 000 rupee (approximately USD 300) fine. The second main piece of legislation is 
the Bonded Labour (Abolition) Act of 1992. It abolished and made illegal indentured servitude and the 
peshgi system of bonded labour in Pakistan. Moreover, the act cancelled all debt that bonded labourers 
owed their employers. Officially, the Department of Labour has labour inspectors that enforce these laws. 
A US Department of Labor report (1994) found little evidence of monitoring or enforcing of either of these 
acts. 

206. More recently, the government of Pakistan has developed a national plan of action to eliminate 
child labour (NCCWD, 2001). The plan calls for making primary school education universal and for 
“rehabilitating” working children through education and job training. The concrete steps within the act 
seem to be largely directed towards helping facilitate many of the actions that international and 
non-governmental organizations have been undertaking to curtail child labour. 

207. As with Nepal, enforcement of domestic legislation has historically been lacking in Pakistan. 
However, recently there appears to have been an increase (at least in Punjab Province) of enforcement 
actions (U.S. Department of Labor, 2002). Inspections in Punjab rose fivefold between 1998 and 1999. Out 
of 120 000 inspections, more than 3 000 employers were fined for violation of the Employment of 
Children Act. The average fine was 158 rupees (approximately USD 2.50). 

208. Like Nepal, Pakistan has experimented with local level enforcement of child labour laws. The 
Bonded Labour Act empowered “Vigilance Committees” to inform the labour department of violations of 
the Bonded Labour Act. However, a Department of Labour Study from 2000 reports little activity or effort 
coming from these Vigilance Committees (Department of Labour, 2000). 

Vietnam 

209. Vietnam has a history of aggressive, anti-child labour legislation. Vietnam was the first country 
in Asia, to sign the International Convention on the Rights of the Child in 1990, and there are a variety of 
legislative and regulatory measures in place. Article 65 of the 1992 Constitution of the Socialist Republic 
of Vietnam defines a child as a person under the age of 18. Articles 119-122 of the 1994 Labour Code 



 DELSA/ELSA/WD/SEM(2003)5 

 67 

specify conditions in which children age 15-18 may work legally. By law, children 15-18 are entitled to the 
same wage as adult in the same task. The Labour Code imposes three main restrictions on the employment 
of children 15-18. First, they may not work more than 7 hours per day, 42 hours per week. Second, they 
may not participate in dangerous activities. Third, participation in abusive or exploitative work is 
prohibited. 

210. The Ministry of Labour, Invalids, and Social Affairs (MOLISA) enacted administrative 
guidelines in 1999 to describe what types of activities children under age 15 may participate (Circular 
No. 21/1999/TT-BLDTBXH). Children under 12 may not work and children aged 12-14 may not work 
more than 4 hours per day or 24 hours per week. Employers need written consent of the child’s parents and 
are obliged to ensure that the child 12-14 receives schooling. 

211. There is little evidence on the enforcement of these laws in Vietnam. MOLISA claims that the 
lack of evidence on enforcement reflects the absence of child labour, and hence the need for enforcement. 
In light of the discussion in previous sections of this paper, it seems likely that other factors may be in 
play. Obviously though, an inability to find information about the enforcement of labour standards does not 
necessarily imply an enforcement problem. 

Compulsory Schooling Laws 

212. All of the domestic legislation above focuses on children employed in wage work or in bondage. 
However, most children work within their household where labour regulations do not apply. Even if 
legislation applied to own-household employment, enforcement would be impossible. Thus, many 
countries complement legislation against child labour with compulsory schooling legislation. 

213. Compulsory schooling laws have two advantages relative to legislation against child labour. First, 
there is little ambiguity in school attendance. While it may difficult to establish if a child is working or 
how much it is working, it is relatively transparent if the child attends school. Second, one of the reasons to 
be concerned about child labour is because of its effect on schooling. By legislating schooling, it may be 
possible to attenuate the negative consequences of child labour without depriving households of the 
income that depend on from working children. 

214. Of the three countries considered here, only Vietnam has compulsory schooling. In 1991, the 
government introduced the Law on the Universalisation of Education and the 1992 Constitution asserts that 
primary education is both free and compulsory to all children. Schooling is not compulsory in Nepal, but 
the constitution specifies that education be free and available for all children between the ages of 6 and 12. 

215. In Pakistan, two provinces have compulsory education laws. In December 1994, Punjab Province 
made primary education compulsory throughout the province. The North-West Frontier Province passed 
compulsory primary education in 1996. Unlike Vietnam and Nepal, there is no legislation in Pakistan 
requiring the primary education be free to all. 

216. In reality, legislation that requires primary school education to be free does not make schooling 
costless. Beyond tuition, households face uniform, supplies, books, and transportation costs. Nepal has 
attempted to mitigate the ancillary costs by making books free through grade three. But in Vietnam, the 
evidence suggests that the real costs of primary school education have been increasing in the 1990s 
(Government of Vietnam – Donor Working Group, 2000). Moreover, the opportunity cost of time spent in 
school may be the most important cost of schooling, and there is little scope for changes in tuition fees to 
influence this. 

217. Although violations of compulsory schooling laws may be more observable than violations of 
employment laws, enforcement may be even more difficult. Laws against child labour sanction employers. 
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To the extent that they affect employment, they also sanction parents and children, but this is not evident in 
the act of sanctioning. However, enforcing compulsory schooling laws would directly affect children and 
their parents. If children are not attending school because of work and if work is because of poverty, it 
seems likely that there would be little appetite for sanction households, because they are poor. Perhaps for 
this reason, the compulsory schooling laws in Vietnam do not contain any sanctions for violators. 

7.2 Incentive Measures 

218. Policy towards child labour in all three countries (and in most of the world) focuses on these 
command measures against child labour. Thus far, there is little evidence of any effect of these command 
measures themselves on child labour. If anything, these laws prohibiting child labour may restrict 
discussion and debate of incentive measures to influence child labour. In much of Latin American, 
incentive based policies to encourage schooling and discourage child labour have recently become popular. 
However, the experience in Asia is more limited. Nevertheless, there are some promising signs for the 
future. 

Financial Incentives 

219. A number of countries have experimented with financial incentives for poor households to keep 
their children in school. Incentives take several forms. Some programmes such as the Merenda Escolar 
Programme in Brazil provide breakfast and lunch to students. This type of programme benefits the 
household only in that it alleviates the need to feed the child, but it has the added benefit of potentially 
improving the nutritional intake of students. School feeding programmes are in place in a diverse array of 
countries including Egypt, Mexico, and South Africa.  

220. However, school feeding programmes likely only benefit children that have a low opportunity 
cost of time spent in schooling. One of the reasons for child labour discussed in Section III is that the 
return to spent out of school is relatively high. It seems unlikely that the low financial value of a lunch 
would be enough to alter the household’s perception of the return to school substantively. 

221. More recently, several governments have enacted programmes that make cash or in-kind 
transfers conditional on school attendance. For example, PROGRESA in Mexico pays a bimonthly cash 
stipend to families that maintain an 85% school attendance record. Evidence in Schultz (2001) suggests 
approximately a 10% increase in attendance with PROGRESA. In Bangladesh, a Food-for-Education 
Programme provides monthly food rations to families that send their children to primary school. 
Approximately 2.2 million children participate, and Ravallion and Wodon (2000) find that the Food-for 
Education Programme increases schooling with modest effects on child labour. 

222. In Nepal, the World Food Programme recently launched the Girls Education Initiative. It 
provides a midday snack to primary school students and three litters of cooking oil per month for mothers 
that send their daughters to primary school. Unfortunately, financial incentive programmes are expensive 
and therefore relatively rare in most low-income countries. Moreover, donors and bureaucrats are often 
averse to transferring cash directly to recipients because of concerns about corruption or about how 
recipients spend the money. 

223. A novel solution to this corruption problem is to transfer something less easily co-opted than 
cash. In the Goat-to-School Programme in Brazil, children that attend school are given goats and training 
on how to tend and rear goats. Beneficiary households are directed to use the milk to feed their children 
and to repay the programme in goats without interest. Thus, this programme provides the household with 
an asset that yields an income flow, ameliorating the concerns about how cash transfers are spent. 
Moreover, the goat yields a flow of income, in part replacing income that the child would have provided by 
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working. In addition, the children tend the goat, contributing resources to the household. The work 
associated with the goat is flexible and not so difficult that the child is too tired for schoolwork.  

224. This particular Goat-to-School Programme is small in scale and has not been carefully evaluated 
in any easily identified research. Nevertheless, it illustrates a potential way to create financial incentives 
for schooling that are relatively inexpensive and address some of the concerns about cash transfers. It also 
illustrates how a policy approach focused on banning child labour can constrain creative solutions to 
problems associated with child labour. In this case, far from eliminating child labour, the programme 
redirects it towards activities more compatible with schooling. Of course, it also helps school attendance by 
replacing income earned by children and by creating an additional return to school. Similarly creative 
projects may hold hope for the countries considered in this project. 

225. Another question regarding financial incentives is whether to direct financial incentives towards 
school attendance or towards child labourers. After all, if part of the object is to ameliorate child labour, 
providing incentives for schooling may do nothing for child labour. Schooling incentives may merely make 
children worse off, because their scarce leisure time now must be spent in school. However, targeting child 
labourers creates incentive problems. There is always the concern that targeting child labours may draw 
more children into child labour. Therefore, targeting based on a good (schooling) seems preferable to 
targeting based on a bad. 

Sector specific programmes 

226. Many international and non governmental organizations have focussed their anti-child labour 
efforts on specific types of employment. This is based on the perception that child labour is uniquely 
significant in a given industry or that certain kinds of work are unusually hazardous to child well-being. 
Sector specific programmes are the primary tool for addressing child labour in both Nepal and Pakistan. 

227. Sector specific programmes generally have two components. First, they aim to stop children from 
working in a specific sector. For example, the Rugmark Foundation certifies carpets produced in Nepal and 
(primarily) Pakistan as being “child free” if the manufacturer does not employ children. If consumers are 
willing to pay more for child labour free carpeting, or given equal prices, choose child labour free 
carpeting, then this type of labelling may induce companies to not hire children. Second, sector specific 
programmes attempt to provide some retraining for displaced child labourers and occasionally replacement 
income support for the families of the children who have lost their job. For example, in 1998, the Pakistan 
Carpet Manufacturers and Exporters Association (PCMEA) and the ILO reached an agreement aimed at 
eliminating child labour in carpet-weaving. The agreement focuses on an area of Punjab Province where 
estimates suggest that approximately 8 000 children work in carpet weaving. The project has two 
components. The project withdraws children (physically) from worksites then provides these working 
children and their families with formal and informal education. Mothers within these families are to be 
trained in new income generating activities. 

228. In a second example, the ILO, UNICEF, and the Sialkot Chamber of Commerce and Industry 
signed in 1997 what is known as the Atlanta Agreement. The NGOs Save the Children – Pakistan, 
Bait-ul-Mal, and Bunyad Literacy Community Council also joined the project. The ambitious objective of 
the Atlanta Agreement was to end child labour in the soccer ball industry in Pakistan within 18 months 
through a combination of labelling soccer balls as child labour free and cash for schooling. The impact of 
the Atlanta Agreement is not presently clear (International Labour Rights Fund, 1999). 

229. Bonded labourers in Nepal and Pakistan have also received a great deal of sector specific 
attention. Founded in 1998, the Bonded Labour Liberation Front fought and successfully passed the 
Bonded Labour Act in 1992 in Pakistan. The Bonded Labour Liberation Front both frees children and 
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adults from their servitude and also builds schools to enable liberated children to attend school (Silvers, 
1996). In Nepal, the government has been substantially more supportive of efforts to liberate and assist 
bonded labours and their families. The Ministry of Land Reforms and Management has provided 
approximately USD 900 000 in fiscal years 2000 and 2001 for debt relief, housing, rehabilitation, and 
training of bonded labourers and their families.  

230. Moreover, both Nepal and Pakistan are developing national retraining programmes geared 
towards rehabilitating displaced child workers. In Nepal, the Swiss Development Cooperation has been 
active in building a national skills development programme to improve retraining opportunities, and IPEC 
has been working with the SDC initiatives to both build awareness about child labour and to retrain 
children who lack skills. In Pakistan, Bait-ul-Mal, the government welfare agency, has opened 33 centres 
around the country to retrain former worker children. The centres target children in hazardous forms of 
labour. They provide training and stipends to children and their families. Moreover, graduating students are 
guaranteed full assistance to continue higher education inside or outside of Pakistan. 

231. There is little evidence on the efficacy of the retraining and income generation components of 
these sector specific programmes. Their main idea is to combine the command approach while either 
creating incentives for schooling or providing income support, thereby lowering the household’s marginal 
utility of consumption today. Coercing employers to fire existing children appears to be relatively easy. 
Research is needed on whether this lowers child labour or improves the well-being of children and their 
families over the near, medium, and long-term. In addition, particularly generous retraining schemes such 
as that in Pakistan may create incentives for children to enter into hazardous forms of child labour. This 
issue needs further exploration. 

Flexible schedules 

232. One of the problems with formal forms of employment is that it often takes place during the same 
time as school. However, there have been two types of recent efforts to solve this natural conflict between 
schooling in work. One possibility is to move schooling times around to conform to the work schedule. In 
general, this approach seems like a good one as many communities also face limited schooling space. 
Unfortunately, teacher shortages are also a problem and this type of flexible scheduling of schooling might 
only worse the problem. A second possibility is to move employment around school. There has been some 
success among carpet manufacturers in Punjab Province, Pakistan in encouraging employers to let children 
out for school. 

233. Adapting schooling or work schedules to each other seems like an additional way to make the 
consequences of child labour less bad while recognizing that households with working children are so 
poor, ending child labour is not an option. At present, Vietnam’s school day is sufficiently short (4 hours) 
that it in effect has this flexibility. Students can easily work substantial hours while attending school full 
time. Perhaps as a result, Vietnam achieves nearly universal school attendance. Vietnam appears poised to 
dramatically lengthen the school day. In so doing, it may create new tensions between schooling and work 
that have not existed in recent history. 

Educational Infrastructure 

234. The reason why children work in the theoretical framework of Section III is that the return to 
schooling to the household is below the return to work. There are many reasons why the return to 
schooling might be low. First, the market might not reward schooling. Second, school quality might be so 
low that they type of schooling rewarded by the market is unavailable. Third, schooling might be 
sufficiently inaccessible that the travel costs of schooling eliminate much of its benefit. 
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235. In Nepal, inadequate schooling infrastructure appears to be a tremendous problem. Its schooling 
infrastructure is in disrepair. Only 43% of all teachers in Nepal have an education beyond secondary 
school, and a majority lacks any teacher training. Government, with the help of the Asian Development 
Bank, has recently begun a nine-year initiative called the Basic and Primary Education Project to recruit 
new teachers and to provide training to existing training to teachers. 

236. In Pakistan, access to schooling seems to be a large problem with relatively few rural children 
living in proximity to a primary school. This problem is particularly acute for girls. In contrast, most 
children in Vietnam live near a primary school. However, school quality problems and school costs have 
been rising as government revenue to finance schools has dissipated with Vietnam’s recent reforms. 

Labour Replacement 

237. Finally, one incentive based programme in Nepal builds on an understanding of why children 
work. Namely, UNICEF observed that a significant amount of the time of older girls is spent in household 
production, especially the care of younger siblings. Hence, UNICEF has been experimenting with 
establishing community based childcare centres so that older girls can attend school rather than watching 
siblings. This programme, like the Goats-to-School Programme acknowledges why children work and 
attempts to eliminate the household’s need for child labour rather than simply trying to prevent children 
from working even if their household’s subsistence depends on it. 

7.3 Other Factors 

Technological Change 

238. Another policy option for eliminating child labour is to replace the technology that uses child 
labour. This could be accomplished through subsidizing mechanization or technology adoption. However, 
in the case of the three countries considered here, an easing of restrictions on imports of new technology 
might radically alter the structure of production. 

239. A great deal of existing research suggests that the large declines in child labour experienced in 
Western economies at the end of the nineteenth century owes to changes in technology.12 In low-income 
countries, there is also substantial support for the role of technological change in ameliorating child 
labour.13  

Poverty Alleviation 

240. A casual comparison across countries suggests that child labour is lower in rich countries than in 
poor ones. Krueger (1997) considers the cross-country evidence and finds that 80% of the cross-country 
variation in child labour can be explained by income variation. This provides hope that as countries 
become richer, child labour may decline. 

241. To help low-income families, the World Food Programme in Nepal is operating an anti-child 
labour programme, the “Rural Infrastructure Construction Works” project. It is a food for work programme 
that works through employing the parents of children by providing income to adults who work for 
three years in community infrastructure projects. Research by the ILO in Nepal suggests that the projects 
regular income mitigates the need for children to work (ILO, 2001). 

                                                      
12. See for example Brown et al (1992), Moehling (1998). 

13. See Levy (1985) for Egypt and Foster and Rosenzweig (1996) on India. 
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242. Other income generating schemes may have similar effects. There is, however, the possibility 
that improvements in household income may lead to increased earnings opportunities for children. For 
example, micro-credit schemes are designed to create new household enterprises. The findings of this 
paper suggest that improved within household earnings opportunities increase child labour. Thus, there is 
scope for increases in child labour with improvements in household income. 

243. Edmonds and Pavcnik (2002) explicitly consider how child labour responds when households 
receive large increases in income and large increases in the return to child labour attributable to a trade 
reform in Vietnam. They observe a positive correlation between child wages and the probability a child 
works. However, the overwhelming factor affecting dramatic declines in child labour appears to be 
increases in household income. Households use increases in income to replace the income previously 
brought into the household by children, even though the same factor that increases income also increases 
the potential returns to child labour. 
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VIII. CONCLUSION 

244. This study has examined the determinants of child labour supply in three South Asian countries 
through an empirical examination of available household survey data. Several common themes appear the 
data. In order to understand child labour supply, time spent in wage work, household farm and enterprises, 
and household production must be considered. Time spent in household production is strongly correlated 
with time spent in other activities. In both Nepal and Vietnam, the correlation between household 
production time and time in other work is 0.2. Thus, focusing on market work alone understates child 
labour supply. Moreover, there are a number of children working large hours in either household 
production or market work. Focusing on market work alone would make a number of children appear to 
not work who are actually spending in excess of 20 hours a week in household production. 

245. Most child labour is in own-farm agriculture. In rural areas of Nepal, for example, 88% of 
working children work in their own household in agriculture. Wage work is rare, and most wage work is in 
agriculture. Manufacturing receives almost all of the attention of child labour advocates, yet less than 15% 
of children who work for wages are in manufacturing in each of the three countries. That is, approximately 
0.5% of children in these three countries are even potentially affected by policies aimed at child labour in 
manufacturing. 

246. Not only is employment in manufacturing rare, the presence of manufacturing or other industries 
in a community has no discernable effect on child labour supply. Within manufacturing establishments, 
there is also no evidence supporting a significant connection between ownership type (e.g. foreign, state, 
private) and child labour. 

247. In general, community attributes cannot explain a majority of the variation in child labour. In 
Nepal and Vietnam only 15% and 17% of the variation in household production is between communities. 
For market work, 25% of the variation in Nepal and 22% of the variation in Nepal is between 
communities. These estimates even overstate the importance of community attributes, because household 
attributes within communities are likely to be correlated.  

248. Most of the observed variation in child labour supply is between households rather than between 
communities. For example, in Vietnam, doubling the community participation rate in market work 
increases the probability that a child is observed working by half as much as that child having a sibling 
working. Overall, in both Nepal and Vietnam approximately 60% of the variation in household work and 
65% of the variation in market work is between households. 

249. Three household attributes appear to be particularly important in determining child labour supply.  

•  The earnings opportunities available to children within the household affect the opportunity cost 
of child time spent outside of work. Employment within the household appears more flexible 
than employment outside the household. Hence, households with farms or enterprises are more 
likely to have children work, and these children are likely to work relatively few hours.  

•  Household composition influences child labour supply. Each younger sibling appears to increase 
household production time for children by 1 hour a week in Vietnam and by 1.5 hours per week 
for girls in Nepal. Adding a younger brother increases hours in market work by approximately 
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2 hours per week in both Vietnam and Nepal. It is not possible to identify whether household 
composition works through the value of the child’s marginal product in work or the household’s 
marginal utility of consumption.  

•  Living standards appear to be a key determinant of child labour supply. The data reveal declines 
in child labour with improvements in living standards in both Pakistan and Vietnam. Moreover, 
improvements in living standards can explain 94% of the decline in market work that occurs 
between 1993 and 1998 for Vietnamese households near the poverty line. 

250. There is also evidence that parental attitudes influence child labour supply. Namely, there 
appears to be persistence in the number of hours worked by children in the household through time. For 
example, if a Vietnamese household has a child working five hours a week in 1993, it is also likely to have 
a child work five hours in 1998. However, there is no observed persistence in extreme hours. For example, 
it is very unlikely to observe a child working 20 hours a week in a household in 1993, then to observe 
another child also working 20 hours a week in 1998. 

251. Variation in child labour across children of different ages is similar in the countries studied. 
Differences in age and gender can explain 22% of the variation in household work in Nepal and 23% in 
Vietnam. For market work, age and gender capture 12% of the observed variation in Nepal and 14% in 
Vietnam. 

252. While there are many striking similarities in child labour supply across all three countries, the 
determination of the labour supply of girls relative to boys appears very different. For example, gender 
explains little of the variation in household work in Vietnam, but it explains over 10% of the variation in 
household work in Nepal. Gender differences show-up throughout the Nepali results. Birth order 
influences the labour supply of boys and girls equally in Vietnam, but birth order affects the labour supply 
of girls substantially more than boys in Nepal. Similarly, while boys and girls respond similarly to sibling 
sex composition in Vietnam, girls are more affected in Nepal. 

253. Perhaps a large part of the gender differences in child labour observed in Nepal owe to the 
relative seclusion of the female in Nepali society. Girls are more likely to work overall, but they are less 
likely to participate in work outside of the household. They are even less likely to shop for the household 
than are boys. This dichotomy between female and male participation seems especially large in Pakistan 
where it is unusual for girls to participate in any form of market work. 

254. The findings of this study have several implications for policy. The problem of child labour is not 
divorced from the problem of the status of women in a country. Gender differences in society materialize 
at a very young age, and this appears to influence both the types of activities girls do and how much girls 
work. Policies that attempt to prohibit child labour may be ineffective. First, most child labour is within the 
household and thereby difficult to observe. Second, most working children work relatively few hours per 
week. Hence, child labour is not necessarily in conflict with schooling. Third, to the extent that policy is 
successful in limiting child labour outside of the household, this may only force the household to substitute 
child time for adult time within the household. Prohibitions on child labour do nothing (in the partial 
equilibrium) to affect the household’s demand for children to work. 

255. Policies that focus on limiting labour demand for child labour may leave households worse off. In 
the results on living standards, it appears that one of the important reasons for child labour is the 
household’s high marginal utility of consumption today relative to the return to schooling. Curtailing 
labour demand does not raise the return to schooling, it only lowers household income. Hence, children 
may become more likely to work, only in less easily prohibited ways. 



 DELSA/ELSA/WD/SEM(2003)5 

 75 

256. Programmes that attempt to mitigate the household’s internal labour demand may reduce child 
labour supply. For example, community childcare programmes may mitigate the household’s demand for 
children to work in that capacity. Likewise, programmes that facilitate cooperation and mutual support 
among farmers or businessmen in a community may help lower the household’s reliance on child workers. 

257. Programmes that do not attempt to eliminate child labour but instead channel it into activities 
more compatible with schooling also seem promising. That is, one way to reduce the costs of child labour 
is to help children work in activities where the opportunity cost of schooling is less. One promising 
example of this discussed in the text is of the Goats-to-School Programme that helps children manage 
goats in exchange for attending school. Of course, a complimentary approach to making work more 
compatible with schooling is to improve the flexibility of schooling to acknowledge work patterns. 

258. Likewise, programmes that attempt to increase the return to schooling through providing 
financial incentives for school attendance also seem likely to be effective in both increasing schooling and 
mitigating child labour. Unfortunately, the expense of these programmes may limit the ability of these 
extremely poor countries to undertake financial incentive schemes where the rewards to the household of 
taking the desired action are large enough to make schooling worthwhile. 

259. In general, technological progress and economic growth hold considerable promise for the long-
term elimination of child labour, but economic development does not necessarily reduce child labour in the 
short term. The household’s problem is to weigh the return to child labour against the return to schooling. 
If growth and development raise the return to child labour without increasing the return to schooling, it is 
possible, but not necessary, that child labour may increase. Growth and development may raise household 
income independent of what children do. In that case, the household’s value of child earnings may 
decrease (because of diminishing marginal utility of consumption) even if market wages increase. This 
appears to have happened in Vietnam. Nevertheless, it would seem sensible for a country experiencing an 
episode of growth to make sure that part of the increase in economic resources goes towards improving the 
return to schooling.  
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ANNEX A 
 

BACKGROUND ON NEPAL, PAKISTAN, AND VIETNAM 

Nepal, Pakistan, and Vietnam are 3 of the world’s 50 poorest countries (measured in terms of GDP 
per capita at purchasing power parity in 1998). All three are primarily agricultural economies with a small 
number of very large urban areas. This section highlights some of their differences as well as their 
similarities that may inform the analysis below. 

Economically, Pakistan and Vietnam appear very similar while Nepal is substantially poorer. 
Table A1 presents various economic indicators for each country taken from the World Bank’s World 
Development Indicators, 2000. Nepal’s economy is the smallest of the three. Vietnam’s economy is five 
times the size of Nepal’s, and Pakistan’s economy is thirteen times the size of Nepal’s. Adjusted for 
population and purchasing power differences, Pakistan and Vietnam appear to have similarly sized 
economies with a GDP per capita of approximately 1 700. In 1998, Vietnam was the fastest growing 
economy of the three with an annual growth rate of 6%. During the 1990s, Vietnam has been averaging 
almost an 8% growth rate, well above Nepal (4.8%) and Pakistan (4.3%). 

Table A1. Economic Characteristics of Nepal, Pakistan, and Vietnam, 1998 

Nepal Pakistan Vietnam

GDP (Millions of 1995 US$) 4,970 67,201 25,322
GDP per capita (at PPP) 1,157 1,715 1,689
Percentage growth in GDP (annual, 1998) 2 3 6
Percentage growth in GDP (average annual rate 1990-98) 4.8 4.3 7.7
Agriculture value added as a percentage of GDP 40 26 26
Trade as a percentage of GDP 7 8 13
Aid per capita (current US$) 18 8 15  

Source: World Development Indicators, 2000. 

While employment in all three economies is concentrated in agriculture, agriculture’s role in GDP is 
substantially larger in Nepal than in Pakistan or in Vietnam. In fact, value added in agriculture accounts for 
26% of GDP in both Pakistan and Vietnam compared to 40% in Nepal. Trade is less important in 
landlocked Nepal than in Pakistan and Vietnam’s trade accounts for 13% of its GDP. Pakistan is the largest 
recipient of foreign aid of the three countries, but in per capita terms, Nepal is the largest aid recipient. 
Between 1980 and 1993, both Pakistan and Nepal have received substantially more foreign aid (both in 
actual dollars and in per capita terms) than Vietnam, but Pakistan’s aid fell dramatically in the mid and late 
1990s while Vietnam’s increased. 

While Pakistan and Vietnam look similar economically, they look very different in terms of 
demographics. Table A2 summarizes demographic characteristics from the three countries. Pakistan has 
the largest population of the three nations. Pakistan’s population is over 6 times that of Nepal’s. The ratio 
of the under 15 population to total population is similar in Nepal (45%) and Pakistan (42%) while 
Vietnam’s population is relatively older. Vietnam also has a much lower birth rate, and its under 5 
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mortality rate is one third of Pakistan’s. In school enrolment’s, Vietnam has the highest gross primary 
school enrolment rate although its secondary school enrolment is below that of Nepal’s. 

Table A2. Demographic Characteristics of Nepal, Pakistan, and Vietnam, 1998 

Nepal Pakistan Vietnam
Population (Millions) 22 132 77
Under 15 Population (Millions) 10 56 27
Birth rate per 1,000 people 34 35 21
Mortality rate, under-5 (per 1,000 live births) 107 120 42
Primary gross school enrollment, 1993 109 74 111
Secondary gross school enrollment, 1991 35 26 31
Adult female illiteracy rate 78 71 9
Adult male illiteracy rate 43 42 5  

a)  All data are for 1998 unless otherwise indicated. 

Source: World Development Indicators, 2000. 

Education differences are most dramatic in looking at adult illiteracy statistics. Vietnam’s adult 
female illiteracy rate is 9%. Nepal’s is 78% and Pakistan’s is 71%. Male illiteracy is even lower than 
female illiteracy in Vietnam, but the gap between male and female illiteracy in Nepal and Pakistan is 
substantially larger than in Vietnam.  

Thus, in considering child labour across these three countries, Pakistan and Vietnam seem to have 
similar economic environments, but in several measures of child well-being Vietnam appears to be doing 
substantially better than either Nepal or Pakistan. 
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ANNEX B 
 

HOUSEHOLD SURVEY DATA IN NEPAL, PAKISTAN, AND VIETNAM 

The analysis in this study is based on data on child labour collected from nationally representative 
household surveys. All of the surveys randomly select households from a registry of households (typically 
compiled during a census). This advantage of randomness is that the results are representative of the 
sampling frame. Thus, there is no scope for the researcher to select a sample based on the point the 
research intends to make. 

There are however three main weaknesses of the household survey for studying child labour. First, by 
design, the survey instrument is inflexible across households. This inflexibility is necessary for inference 
across households, but a great deal of individual detail is necessarily lost. For example, describing and 
understanding working conditions is often very difficult. Second, with a randomized household survey, 
analysis of the survey enables the research to make inferences about child labour on average (or some other 
part of the population distribution). However, most of the worst forms of child labour are sufficiently rare 
that they are of no consequence to the average child. But the plight of children in the worst forms of child 
labour may be sufficiently dire that they deserve attention, and nationally representative household surveys 
are poor instruments for this. Third, a randomized survey is only representative of its sampling frame. 
Street children, migrant children, children in bondage, sex-workers, etc may all be outside of the sampling 
frame. Hence, while a nationally representative household survey is useful for understanding the child 
labour supply of the typical child, it may not be appropriate for learning about some of the most vulnerable 
children. 

Moreover, the household survey is only useful if independent researchers are free to analyze it. 
Without this, findings from the survey are suspect. All of the surveys drawn on in this paper have received 
considerable support and funding from international (typically publicly funded) organizations. Yet, 
somehow, many of these surveys are not publicly available for research. For example, this study was not 
able to acquire any of the many household surveys that have been conducted in Pakistan. While the 
Statistics Office of Nepal and the General Statistics Office of Vietnam have been progressive and eager in 
providing their surveys for outside researchers, surveys conducted by other agents in those countries have 
been withheld from the public realm. Throughout much of recent history, the lack of reliable survey data 
was a major impediment to understanding child labour supply. Today, the problem is not a lack of data so 
much as the availability of that data. 

Nepal 

There are three main surveys in Nepal that can provide information about child labour. In 1995 and 
1996, the Central Department of Population Studies, Tribhuvan University with various sources of external 
support conducted a Migration and Employment Survey (1995/96). 19 200 households were interviewed 
about their employment status and the activities of migrant members. This (MES) data appears to be the 
primary source of data in ILO studies.  

The Central Bureau of Statistics in Nepal has conducted two nationally representative household 
surveys with child labour information: the Nepal Living Standards Survey 1995/96 (NLSS) and the Nepal 
Labour Force Survey 1999 (NLFS). The NLSS interviews 3 388 households about a wide range of 
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household characteristics. Its employment module focuses only on wage employment, and it does not 
collect employment information on children below 10. Thus its usefulness in child labour studies is 
limited. However, it is the best available data about other household attributes. The NLFS, however, is a 
nationally representative survey of over 14 355 households. The NLFS collects detailed data on a wide 
range of economic activities for children ages 5 and higher. The Central Bureau of Statistics has made 
widespread dissemination of its household surveys a priority. Hence, the data have been analyzed by many 
researchers and are considered to be of high quality. 

Pakistan 

There appear to be two primary sources of data on child labour in Pakistan. First, there is the Pakistani 
Integrated Household Survey conducted in 1991 (PIHS). This survey was supported in part by the World 
Bank, and consequently many researchers have been able to work with the data. Unfortunately, the survey 
did not collect information on household production for boys, and it asks employment questions for 
children who are 10 and older. There have been several follow up surveys to the PIHS, but academic 
researchers in general have not been permitted to work with the data.  

Second, there is the Pakistan Child Labour Survey conducted with the help of the ILO in 1996 
(PCLS). This data has not been made available to researchers in general. Summary statistics from the 
dataset are available from the ILO and one ILO affiliated research team has worked with the data. 
Unfortunately, all publicly available research reports based on the PCLS are ambiguous in how they define 
the economic activities of children. Based on the results reported with the PCLS, this project has assumed 
that they define a child as economically active if it works for wages, cash or in-kind, outside of the 
household. Moreover, while, this project reports results from the PCLS, the reader should regard them with 
greater scepticism, because they have had less scrutiny. 

Neither collects substantive information about household production, so the discussion of Pakistan 
neglects this important area of child labour. 

Vietnam 

The primary sources of statistical data on child labour in Vietnam are the Vietnam Living Standards 
Surveys (VNLSS). There are two nationally representative rounds of the VNLSS. The first round 
conducted in 1992/93 interviewed 4 800 households, collecting data on a wide variety of household 
characteristics and activities. The second round took place in 1997/98 and followed a similar questionnaire 
and field design. The 1997/98 round of the VNLSS was designed to be a nationally representative, stand-
alone cross-sectional survey sampling 5 999 households, but it also revisited 4 305 households from the 
first round of the VNLSS. Thus, with the VNLSS, it is possible to track changes in child labour through 
time in the population as well as in individual households. The VNLSS received technical support from a 
number of sources including the World Bank, and the General Statistics Office of the government of 
Vietnam has made the data easily accessible to academic researchers and international institutions. Thus, 
there has been considerable scrutiny of the data, and they are generally considered reliable. 

Two other sources of data on child labour are sometimes cited. Neither is publicly available, and their 
credibility is therefore suspect. First, the Centre for Information and Statistics on Labour and Social affairs 
(with UNICEF and the ILO) ran a survey on economically active children in 1998 that interviewed 
2 291 households (the CLSSI survey). This is similar in content and design to the ILO surveys performed 
in Nepal and Pakistan. Second, the Institute of Labour and Social Studies interviewed 600 of the VNLSS 
households to gather additional information on child labour in these households (the ILSSA survey). 
Greater detail about the questions asked or how the 600 households were selected is not in the public 
realm. 
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There are three limitations with the VNLSS that are particularly important when this study considers 
trends through time in the VNLSS or uses the panel design of the VNLSS. First, households of 
unregistered migrants are less likely to be included in the VNLSS (World Bank et al., 1999), and studies 
suggest that their children are more likely to work for a living (SCF (UK), 1999). Second, the VNLSS does 
not track households that move. Hence, in addition to missing unregistered migrants, the VNLSS misses 
migrant households that appeared in the first VNLSS but moved before the second VNLSS. Third, the 
VNLSS follows households rather than individuals. Hence, children that leave VNLSS households for 
work may be missed. Edmonds and Turk (2002) consider this problem in the VNLSS by examining what 
happens to children that were in households in 1993 when the household is re-interviewed in 1998. They 
find that of 6 003 sampled children between the ages of 0 and 10 in 1993 in panel households, a total of 36 
appear to have left the household for reasons other than death, parental movements, or marriage by 1998.14 

                                                      
14. The reasons given for migration of these 36 children are evenly split between employment, schooling, and 

other. 9 out of the 20 girls report leaving home for employment whereas only 3 out of the 16 boys do. 
However, 8 of the 16 boys report leaving for “other” reasons (only 4 girls report “other”). 
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